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Complaint, Filed June 30, 1959. 


1. Jurisdiction arises under Title 28, Sections 1331, 
1332(a)(1), and 1338. 


2. Plaintiff Philip Lochman and Company, is a corpora- 
tion of the State of Illinois and is located and doing busi- 
ness in the City of Chicago, County of Cook and State 
of Illinois. 


3. Upon information and belief, Defendant William P. 
Rogers is Attorney General of the United States and De- 
fendant Dallas S. Townsend is Director of the Office of 
Alien Property, and these Defendants are official residents 
and citizens of the District of Columbia. 


4. On or about the 14th day of October, 1933 and sub- 
sequently again on the 26th day of March, 1934, Plaintiff, 


as party of the second part, entered into certain agree- 
ments with Wolfgang Von Schmadel, Theodor Freun- 
dorfer, Roman Freundorfer, and Lorenz Bruckmann, doing 
business as Sillib-Bruckmann and Gebr. Freundorfer, of 
Munich, Germany, as party of the second part, copies of 
which agreements are appended hereto as Exhibits A and 
B, respectively. 


5. During the early part of 1942, pursuant to Vesting 
Order No. 2181 (File No. 1,552,428) the predecessors of 
Defendants, acting in behalf of the United States Govern- 
ment, and as Alien Property Custodian, seized all right, 
title and interest that had been possessed or may have 
been possessed by the contracting parties of the first part 
of said agreements Exhibits A and B, namely Wolfgang 
Von Schmadel, Theodor Freundorfer, Roman Freundorfer 
and Lorenz Bruckmann, doing business as Sillib-Bruck- 
mann and Gebr. Freundorfer, of Munich, Germany, upon 
the ground that such party of the second part were enemy 
aliens, and the predecessors of the Defendants and De- 
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fendants have since assumed and taken the position and 
stood in the same position as and took all benefits and lia- 
bilities that might have been possessed by or were due 
from and owing to Wolfgang Von Schmadel, Theodor 
Freundorfer, Roman Freundorfer, and Lorenz Bruckmann, 
doing business as Sillib-Bruckmann and Gebr. Freun- 
dorfer, of Munich, Germany, as party of the first part, 
in respect to Plaintiff, as party of the second part. 


6. Said Defendants at all times have claimed all rights 
of Wolfgang Von Schmadel, Theodor Freundorfer, Roman 
Freundorfer, and Lorenz Bruckmann, doing business as 
Sillib Bruckmann and Gebr. Freundorfer, of Munich, Ger- 
many in said agreements Exhibits A and B and have 
claimed to stand in the position of Wolfgang Von Schmadel, 
Theodor Freundorfer, Roman Freundorfer, and Lorenz 
Bruckmann, dong business as Sillib-Bruckmann and Gebr. 


Freundorfer, of Munich, Germany, pursuant to Order 9788, 
dated October 14, 1946, and also pursuant to Vesting Order 
2181 (File No. 1,552,428). 


¢. Upon information and belief, the file number of these 
agreements and of the alleged ownership as to such agree- 
ments by Defendants has been under the Patent No. 
1552,428 and upon information and belief said patent num- 
ber is the patent which is alleged to cover and which is 
set forth in said agreements as covering the products 
thereof and which is consideration for the royalties to be 
paid thereunder. 


8. Defendants and their predecessors at all times have 
demanded and are still demanding to date full and com- 
plete payments according to said agreements as if said 
Patent No. 1552,428 was still in force and effect, and have 
continued to demand and are still demanding royalties 
under said Patent No. 1552,428, 
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9. There has been and always existed since the 8th 
of September 1942 a complete and total failure of con- 
sideration for any payments under or pursuant to said 
agreements since upon the 8th of September 1942 said 
patent expired and the process covered by said patent 
has not been and since that time has not been and was 
not at any time a secret process. 


10. During this entire period repeated contact, cor- 
respondence and conferences were had with Defendants 
or their predecessors to abrogate said agreements and to 
secure an equitable source of any controversy arising 
out of said agreements but all such attempts at settle- 
ment were refused by Defendants or their predecessors 
and at all times Defendants and their predecessors made 
demands for continued payment of royalties under said 
expired Patent 1552,428. 


11. These demands for continuing payment were made 
with the threat and with the demand that Plaintiff, unless 
it continued to make such payments, would have to dis- 
continue and would be compelled to discontinue to manu- 
facture and sell the products covered by said expired 
Patent 1552,428, 


12. The subject matter of said patent and the subject 
matter of said agreements Exhibits A and B has been 
common and open knowledge since prior to the Sth of 
September 1942 and the procedures and processes of said 
Pat. 1552,428 are open to the public and may be freely 
used by the public without payment of royalties or tribute 
to any one since the Sth day of September 1942. 


13. Furthermore said Defendants and their predeces- 
sors at all times were unable to and have not lived up 
to their obligations under the agreement to the effect that 
future products and new products and improvements 
would be disclosed to and might be used by Plaintiff, 
and at no time has Plaintiff received such benefits under 
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Complaint, Filed June 30, 1959. 


and pursuant to said agreements in accordance with the 
obligations of Defendants or their predecessors. 


14. Wuererorr, Plaintiff prays for judgment: 


(a) declaring said agreements void, invalid and un- 
enforceable as of this date and as of the 8th 
day of September, 1942; 


(b) declaring that said Patent 1552,428 has expired 
and that the products and processes covered 
thereby may be freely used by the United States 
public, including Plaintiff, without payment of 
royalty or tribute to Defendants; 


granting judgment to Plaintiff for the amount 
of monies improperly received without consid- 
eration by Defendants and their predecessors 
under threat that Plaintiff would be compelled 
to discontinue operating and making the products 
and processes under said Patent No. 1552,428 
unless royalty and tribute were paid to Defend- 
ants; 


(d) for costs, counsel fees and disbursements, 


Roserr I. Dennison, 
Munsey Bldg., 
Washington, D. C., 
Attorney for Plaintiff. 
Rosert 8. Ratner, Esq., 
120 Broadway, 
New York, N. Y., 
Of Counsel. 


Harry Price, Esq., 
420 Lexington Ave., 
New York, N. Y., 

Of Counsel. 
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Exhibit A, Annexed to Complaint. 


AGREEMENT 


THis AGREEMENT made and entered into this 14th day of 
October, A.D. 1933, by and between Herr. Dr. Wotrcaxc 
Vox ScuMaper, Herr Turopore FREeNDORFER, HERR Roman 
Frecnporrer, Herr Lorenz Bruckmaxy, doing business 
as Sitiip-BruckMANN and Gesr. FrecNDORFE 2, Of Municn, 
Germany, hereinafter referred to as First Party, and 
Pritip Locuman axp Company, a corporation, of Cricaco, 
InttNois, Uxirep States or America, hereinafter referred 
to as Second Party, Witnessetu: 


I. In consideration of the mutual promises herein set 
forth, First Party does hereby appoint and constitute See- 
ond Party as their sole American agent with the exclusive 
right to sell and import all of their present and future 
products into the United States of America, 


2. It is further agreed that Second Party is hereby 
given the right to manufacture in the United States of 
America certain products and improvements of the same 
of First Party, as specifically described in Paragraph 6 
herein; Second Party to pay to First Party the royalties 
thereon as set forth in said Paragraph 6. 


3. It is understood and agreed that First Party’s prod- 
ucts are based on secret or patented formulas and Second 
Party agrees not to divulge said formulas, but to guard the 
secrecy of the same. 


4. It is further agreed that should any one of the three 
present officers of the Second Party, namely, Philip Loch- 
man, President, Roman Freundorfer, Vice President, or 
James Koser, Secretary, divulge any of said  sceret 
formulas to any one, other than is required in the manu- 
facturing of said products covered by said secret formulas, 
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then the person so divulging said formulas shall be liable 
to First Party in the sum of Five Thousand Dollars 
($5,000.00), hereby designated as liquidated damages, the 
said Philip Lochman, Roman Fruendorfer and James 
Koser, having signified their consent to this provision and 
their personal liability thereunder by signing this agrec- 
ment. First Party hereby agrees not to divulge the 
Formulas of any of their products or future products to 
any person, partnership or corporation in the United 
States of America, other than to Second Party or its duly 
authorized agent. 


5. Second Party shall be given the first opportunity of 
importing into, selling or manufacturing in the United 
States of America, all new products or improvements of 
old products of First Party; should Second Party develop 
a new product or an improvement of any of First Party's 
products, First Party shall have the first opportunity to 
import into or manufacture the same in Germany, 


6. The products covered by the secret formulas of First 

arty to be manufactured by Second Party under this 

agreement and the royalties to be paid on said are as fol- 
lows: 


Cold Top Enamel 40 cents per quart 
Rotguss 3) 0 eo 

Blauguss 75 
Schwartzeuss 75 
Sensitizer Auto 50 
Sensitizer B-Neu 30 
Acetol Unterguss 20 
Black-tone Developer for Con. Tone 10 tube 

Emulsion 


ee of 


Royalties on any new products developed by First Party 
and manufactured by Second Party under this agreement 


12 
Exhibit A, Annexed to Complaint. 


are to be determined at the time manufacture of same is 
undertaken by Second Party. 


7. Royalties are to be paid by Second Party to First 
Party on the first day of each and every month for the 
products sold by Second Party during the preceding month, 
duplicate invoices for the preceding month’s sales shall be 
sent to First Party with remittance for said royalties. 

This agreement shall be and is hereby made obligatory 
on the respective heirs, assigns, executors, administrators 
and successors of the parties hereto. 


Herr Dr. Wotrcanc Von ScuMabDEu (SEAL) 


SEAL) 


( 
Herr THEopor FrRevuNDORFER (Seat) 
( 


Herr Roman FREUNDORFER 
Herr Lorenz BrucKkKMann (SEAL) 
Doing business as Sillib-Bruckman and 
Gebr. Freundorfer—First Party. 
Pump LocHMAN anp CoMPANy 
By Puitie LocumMan 
President 
By James Koser 
Secretary 
Second Party 


The undersigned, by their signatures below, hereby ac- 
knowledge their personal liability under Paragraph + of 
the above contract. 

Witness our hands and seals on the day first above 


written. 
Puiu Locoman (Sea) 


Roman FrREUNDORFER (SEAL) 


JAMEs Koser (SEAL) 
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Exhibit A, Annexed to Complaint. 


Annex to the agreement made and entered on the 14th day 


Li, 


of October, A.D. 1933, by and between Herr Dr, Wolf- 
gang von ScuMarpet, Herr Theodor Freuyxporrer, 
Iferr Roman Freunporrrer, Herr Lorenz BruEKMANN, 
doing business as Sillib and Bruckmann and Gebr. 
Freundorfer of Munich, German, and Philip Locumay 
AND Comp., a corporation of Chi cago, Ill., United States 
of America. 


The contract to last 3 vears from date and to automat- 
wally renew itself unless cither of the parties notify 
the other 6 months before its termination, 


With the termination of the contract all rights to 
manufacture the products set forth in paragraph 6 and 
the patent rights are to return to First Parry. 


The patent rights to be transferred again to the 
First Party, 


The First Party is only entitled to give notice and 
terminate the contract before a period of 25 vears if 
the Secoxp Parry violates the stipulations set forth in 
this contract. 


The royalties to be paid are based on the present 
German retail prices as follows: 


Cold top enamel 


Botguss 
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Acetol—Unterguss 
Blacktone Developer 
Theodor Freundorfer 
R. Freundorfer 
W. von Schmadel 
L. Bruckmann 
First Party 
Witness 
Marie Winmer 
Maria Rucka 
Philip Lochman 
Roman Freundorfer 
James Koser 
Second Party 


Witness 
March 26, 1934 


O. Jensen 


Geo. J. Fort 
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Motion to Dismiss, Filed August 27, 1959. 


The defendants move to dismiss the complaint on the 
grounds that this Court does not have jurisdiction of the 
matters alleged therein and that the complaint fails to 
state a cause of action. 

Datxas 8. Townsenn, 
Assistant Attorney General, 
Director, Office of Alien Property. 


ArtTHur R. Scuor, 


Ricuarp P. Lort, 
Attorneys, Department of Justice, 
Attorneys for Defendants. 


(Order denying motion without opinion, Judge 
Holtzoff, October 9, 1959.) 


Affidavit of Frank Hatzl, Filed September 11, 1959. 


State or New York ) 
County or New York (**"* 


Frank Hatzy, being duly sworn, deposes and says that 
he is a resident of Skokie, Illinois, and has been connected 
with the Plaintiff corporation for the past nine years 
and has been Vice President of the Plaintiff corpora- 
tion for the past two years and is thoroughly familiar with 
all of the proceedings and background of the present liti- 
gation. 

The present suit does not seek the return of any prop- 
erty seized by the Alien Property Custodian or which is in 
the possession of the Director of Alien Property. Plain- 
tiff makes no claim whatsoever to such property but is 
content that the Alien Property Custodian or the Director 
of Alien Property retain both the rights to the patent No. 
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1,552,428, as well as the contract relating to such patent. 
However, it is the position of the Plaintiff that the Alien 
Property Custodian or the Director of Alien Property 
stands in the position of the patent owner and the other 
contracting party has no claim upon the plaintiff for royal- 
ties since the patent expired and since the process covered 
by the patent is now public information and there is no 
secret process involved. 

Actually the patent involved, No. 1,552,428, is referred 
to in the second agreement involved in this suit, namely 
the agreement of March 26, 1934, and it will be noted that 
paragraph 3 speaks of ‘‘patented formulas’? which is 
equivalent to the secret formulas and as soon as the patent 
expired, of course such patented or secret formulas were 
open to the publie. 

The Vesting Order vested in the Alien Property Cus- 
todian all interest and rights including the patents set 
forth in said agreements and Plaintiff seeks no return of 
such vested rights. 

Although Plaintiff makes no claim whatsoever to return 
of any property seized by the Alien Property Custodian 
nevertheless through voluminous correspondence which 
was had and which is set forth in the complaint, Plaintiff 
or its counsel on repeated occasions advised the Office of 
the Alien Property Custodian of its position in this suit 
so that Defendants were at all times aware of the Plain- 
tiff’s position herein. 

Furthermore, upon information and belief the Alien 
Property Custodian indicated in a written notice that no 
requirement or notice to file claim was required of Ameri- 
can licensees under seized alien assets. 


Frank Harzz.. 
Subscribed and sworn to before me this 
9th day of September, 1959. 


Notary Public 
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Answer, Filed November 9, 1959. 


The defendants William P. Rogers, Attorney General 
of the United States, successor to the Alien Property Cus- 
todian, and Dallas S. Townsend Assistant Attorney Gen- 
eral, Director, Office of Alien Property, for answer to the 
complaint, allege: 


1. Deny that jurisdiction for this action exists under 
Title 28, Sections 1331, 1332(a)(1) and 1338 of the United 
States Code. 


2. Admit. 


3. Admit that William P. Rogers is Attorney General of 
the United States and that Dallas S. Townsend is Direc- 
tor of the Office of Alien Property, and that their official 
residence is the District of Columbia. 


4. Admit. 


5. Specifically admit that Leo T. Crowley, as Alien Prop- 
erty Custodian, executed Vesting Order 2181 on Septem- 
ber 10 1943, which Vesting Order was filed on September 
29, 1943 with the Federal Register and published on Sep- 
tember 30, 1943 in 8 Fed. Reg. 13321 and by which the 
property described as follows: 


All interests and rights (including all royalties and 
other monies payable or held with respect to such in- 
terests and rights, and all damages for breach of the 
agreement hereinafter described, together with the 
right to sue therefor) created in Dr. Wolfgang von 
Schmadel, Theodor Freundorfer, Roman Freundorfer 
and Lorenz Bruckmann, doing business as Sillib- 
Bruckmann and Gebr. Freundorfer, by virtue of an 
agreement dated October 14, 1933 (including all modi- 
fications thereof and supplements thereto including 
but not by way of limitation, a supplemental agree- 


18 
Answer, Filed November 9, 1959. 


ment dated March 26, 1934) by and between Dr. Wolf- 
gang von Schmadel, Theodor Freundorfer, Roman 
Freundorfer, and Lorenz Bruckmann, doing business 
as Sillib-Bruckmann and Gebr. Freundorf, and Philip 
Lochman & Company, 


was vested in the Alien Property Custodian, to be held, 
used, administered, liquidated, sold or otherwise dealt with 
in the interest and for the benefit of the United States. 

Except as xo specifically admitted the allegations con- 
tained in paragraph 5 of the complaint are denied. 


6. It is specifically admitted that by said Vesting Order 
2181 the Alien Property Custodian acquired the property 
described therein of the enemy nationals identified therein, 
namely, Dr. Wolfgang von Schmadel, Theodor Freun- 
dorfer, Roman Freundorfer and Lorenz Bruckmann, doing 
business as Sillib-Bruckman and Gebr. Freundorfer, and 
that the Attorney General as successor to the Alien Prop- 
erty Custodian pursuant to Executive Order 9788, has and 
does assert all rights in said vested property in the in- 
terest and for the benefit of the United States, 

Except as so specifically admitted the allegations of 
paragraph 6 of the complaint are denied. 


7. Admit that the administration of the property vested 
by Vesting Order 2181 has been carried on in the Office 
of Alien Property under Patent Number 1,552,428 among 
others since the plaintiff in a report to the Alien Property 
Custodian submitted on Form APC-2 on May 6, 1948 
(which was prior to the execution of Vesting Order 2181 
on September 10, 1943), reported rights under Patent 
Number 1,552,428. Except as so admitted, the allegations 
of paragraph 7 of the complaint are denied and in par- 
ticular it is denied that the agreement of October 14, 193: 
as modified, sets forth any patents as covering the products 
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to be manufactured under the secret formulas by plaintiff, 
the second party therein, as provided in paragraph 6 of 
said agreement. 


8. Admit that defendants and their predecessors at all 
times have demanded and are still demanding full and com- 
plete payments according to said agreements but deny 
that said demands are or ever have been for royalties 
under Patent 1,552,428 apart from any liability for royal- 
ties deseribed and reported by plaintiff as accruing under 
said patent. 


9, Deny that there has been a failure of consideration 
for payments due under and pursuant to said agreement 
of October 14, 1933, as modified, by reason of the expira- 
tion on September 8, 1942 of said patent. for the reason 
that the subject matter of said agreement was secret 
formulas and not said patent. 


10. Admit that there have been meetings and cor- 
respondence relating to the property rights in the agrec- 
ment of October 14, 1933 as modified, vested by Vesting 
Order 2181 but deny that such mectings, contacts, confer- 
ences, or correspondence related to royalties under expired 
Patent 1.552.428, or that demand was ever made for pay- 
inent of royalties thereunder apart from any royalties 
described and reported by plaintiff as accruing under said 
patent. 


11. Deny that demands were made with respect to any 
products covered by expired Patent 1.552428 apart from 
any rovalties described and reported by plaintiff as accru- 
ing under said patent, but admit that plaintiff may have 
been advised of the provisions of the March 26, 1954 
modification of or amendment to the contract of October 
14, 1933 permitting termination of the contract if the plain- 
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tiff should violate its stipulations, with the return to the 
first party of all rights to manufacture the products set 
forth in paragraph 6 thereof. 


12. Admit that the subject matter of Patent 1,552,428 
has been open and common knowledge since it was granted 
and in the public domain since its expiration September 
8, 1942, but deny that the secret formulas covered by the 
contract of October 14, 1933, as modified, became open and 
common knowledge by reason of the disclosures contained 
in said patent. 


13. Denied, for the reason that defendants and their 
predecessors have never had any obligations to plaintiff 
under the agreement of October 14, 1933 as modified. 


Wuererore, defendants pray for judgment dismissing 


the complaint, together with costs and other and further 
relief as may be equitable in the premises. 


AFFIRMATIVE DEFENSE 


For a separate and complete defense the defendants 
allege that in this action the plaintiff secks the right to use 
the secret formulas disclosed to it pursuant to the con- 
tract of October 14, 1933 without the obligation to pay 
royalties therefor, and thereby the plaintiff claims an in- 
terest or right in property, to-wit, the rights of the enemy 
parties in said contract, seized by the Alien Property 
Custodian. Accordingly, the jurisdiction for this action is 
exclusively under Section 9(a) of the Trading with the 
Enemy Act, as amended (50 U.S.C. App. 9(a)). Said 
Section 9(a) requires as a preliminary to jurisdiction that 
the plaintiff shall have filed a notice of claim, and no such 
allegation is in the complaint herein. Moreover under Sec- 
tion 33 of the Trading with the Enemy Act, as amended, 
the time for filing such notice of claim has expired. 
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In any event this action is improperly brought against 
Dallas S. Townsend as Director of the Office of Alien 
Property since by Executive Order No. 9788 the powers 
and functions of the Office of Alien Property Custodian 
were transferred not to the Director of the Office of Alien 
Property but to the Attorney General as successor to the 
Alien Property Custodian, to be administered by him or 
under his direction and control; and under Section 9(a) 
of the Trading with the Enemy Act, as amended, and said 
Executive Order No. 9788 suit may be brought only against 
defendant William P. Rogers as Attorney General. 


CouNTERCLAIM 


Comes now the defendant William P. Rogers, and com- 
plains of the plaintiff in that: 


1. The jurisdiction of this Court is based on Section 
1345 Title 28 U.S.C. and Section 17 of the Trading with the 
Inemy Act, as amended (50 U.S.C. App. See, 17). 


2. The defendant William P. Rogers is the Attorney 
yeneral of the United States and as such is successor to 
the Alien Property Custodian pursuant to Executive Order 
No. 9788 (October 14, 1946, 11 F.R. 11981). 


3. That Leo T. Crowley as Alien Property Custodian 
and the predecessor of defendant William P. Rogers, under 
the authority of the Trading with the Enemy Act, as 
amended and Executive Order No. 9095, as amended, 
issued Vesting Order 2181 which was filed with the Federal 
Register on September 29, 1943 and published on Septem- 
ber 30, 1943 (S F.R. 13321). A copy of said Vesting Order 
is attached hereto marked Exhibit A, and by reference 
made a part hereof. 


4. That by virtue of said Vesting Order defendant 
William P. Rogers as successor to the Alien Property 
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Custodian and his predecessors, became entitled to the 
royalties and other monies payable by virtue of the agree- 
ment of October 14, 1933, and all modifications and supple- 
ments thereto as described in paragraph 4 of said Vest- 
ing Order. That plaintiff following consultations and pur- 
suant to agreements concerning said agreement of October 
14, 1933, has duly paid all royalties aceruing under said 
agreement down to and including May 27, 1959, at which 
time it paid to defendant William P. Rogers as Attorney 
General of the United States the sum of $3,314.95 in dis- 
charge of royalties theretofore accrued. 


d. The plaintiff since May 27, 1959 has failed, neglected 
and refused to make any further royalty payments pur- 
ae 


suant to said agreement of October 14, 1933 as modified 
and supplemented. 


Wuererore, defendant William P. Rogers, Attorney 
General of the United States, as successor to the Alien 
Property Custodian, demands judgment against the plain- 
tiff, that the plaintiff account to him for all royalties under 
said agreement of October 14, 1933 as modified and sup- 
plemented now accrued and pay over forthwith the total 
thereof and continue to account for and pay over said 
royalties as provided by said agreement as modified and 
supplemented, together with costs and such other relief 
as to the Court may seem just and equitable in the 
premises. 


Dated: November 9, 1959. 
Datias S. Townsenp 
Assistant Attorney General 
Director, Office of Alien Property 
Artruur R. Scuor 


Ricuarp P. Lorr 
Attorneys, Department of Justice 
Attorneys for Defendants 
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1. Replying to paragraphs 4 and 5 of the counterclaim, 
plaintiff denies that any royalties were due at any time 
and denies that any royalties that were paid were prop- 
erly accepted by or received by defendants and requests 
that such royalties be returned and it denies that it has 
failed, neglected or refused to make any payments which 
are due to or owing to defendants pursuant to any agree- 
ment and it further avers and alleges that defendants 
or their predecessors at no time have become entitled 
to royalties or other monies payable by virtue of the 
agreement of October 14, 1933 and as to the other alle- 
gations of these paragraphs plaintiff is without knowledge 
or information sufficient to form a belief as to the truth 
of each and every said averment. 


2. Further replying to paragraphs 1, 2, 3 and 4 of 
the counterclaim, except insofar as the allegations and 
averments thereof are admitted in the complaint, plaintiff 
is without knowledge or information sufficient to form 
a belief as to the truth of each allegation and averment 
thereof but plaintiff does deny that this jurisdiction arises 
exclusively under Section 9(a) of the Trading with the 
Knemy Act and plaintiff further avers and alleges that 
it is entitled to judgment returning all royalties and other 
monies paid as not due to defendants and a further ruling 
that no royalties are due and payable or have been due 
and payable under said alleged agreements, 


3. Wherefore plaintiff prays for judgment, dismissing 
the counterclaim together with a further judgment award- 
ing plaintiff for recovery of all monies paid and further 
judgment holding that no monies need be paid or were 
to be paid pursuant to any agreement as alleged, together 
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with costs and such other relief as to this court may 
seem just and equitable in the premises. 


Rosert I. Dennison, 
Attorney for Plaintiff, 
834 Munsey Building, 
Washington 4, D. C. 


Rosert S. Ratner, 
Of Counsel for Plaintiff, 
120 Broadway, 
New York, New York. 


Harry Price, 
Of Counsel for Plaintiff, 
Suite 2618 Graybar Bldg., 
420 Lexington Avenue, 
New York 17, New York. 
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Washington, D. C. 
Wednesday, May 25, 1960 


Deposition of Frank J. Harzu, called for examination 
by counsel for the Defendants, pursuant to notice, at Room 
625, in the Office of Alien Property of the United States 
Department of Justice, 101 Indiana Avenue, N. W., Wash- 
ington, D. C., before Alfred F. Goldstein, a notary public 
in and for the District of Columbia, commencing at 10:10 
a. m., when were present on behalf of the respective 
parties: 


For the Plaintiff’: 


Harry Price, Esq, 

420 Lexington Avenue, 
New York 17, New York. 
Rosert §. Ratner, Esq., 
120 Broadway, 

New York 5, New York. 


For the Defendants: 


ArtHur R. Scuor, Esq., 
Chief, Litigation Section, 
Office of Alien Property, 
Department of Justice, 
Washington 25, D. C. 


PROCEEDINGS 


Whereupon, Frank A. Harta, was called as a witness by 
counsel for the defendants and, having been first duly 
sworn by the notary public, was examined and testified 
as follows: 


26 


Deposition of Frank J. Hatzl. 


Dinecr Examination 


Q. Will you state your full name and address? A. Frank 
Arthur Hatzl, 5037 Dobson, Skokie, Llinois. 

Q. At the present time are you an officer or employee 
of the Philip Lochman and Company? <A. I am Executive 
Vice President. 

Q. Philip Lochman and Company is an Illinois corpora- 
tion? A. Yes, it is. 

Q. And what are your duties in connection with the 
positions you hold? A. Well, managing the company. 
That takes in production and sales. 

Q. You are conversant, then, with the production of the 
company, its sales activities and generally its entire activi- 
ties in the business field? A. Its entire activity. 

Q. What does Philip Lochman and Company presently 
do? What type of business? A. We manufacture various 
chemicals, coatings of all kinds for the graphie arts. We 
are also in general supply. We handle equipment, mainly 
used in the graphic arts, as well as other chemicals. 

Q. By the graphic arts, I take it, you mean photo-en- 
graving? A. Photo-engraving, photo-lithography and roto- 
gravure and your newspapers. 

Q. Are you a sales agency for any concern other than 
yours at the present time? A. Yes, we represent many 
other firms. 

Q. What firms are they? A. There is du Pont, Gevartz, 
American Speed lights, Master Etching Machines, prac- 
tically all of the equipment line and film line and chemicals. 

Q. Do you have any exclusive sales agencies? A. No. 
There is no such thing in the graphie arts other than your 
own products, of course, and even those are not exclusive. 
We handle them through dealers. 

Q. Tn addition to yourself, who are the present officers 
of the Philip Lochman and Company? A. Mrs. Clara 
Lochman, my wife, Mrs. Hartz, Mr, Delhke. 
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Q. What position does Mrs. Lochman hold in the firm? 
A. She is the President of the Company. 

Q. She is the widow of Philip Lochman? A. Yes. 

Q. Who were the officers of Philip Lochman in 1933; 
that is, the manufacturing corporation, Philip Lochman 
and Company? A. I am not positive of that. I believe 
it was Mr. Lochman and Mr. Koser and Mr. Freundorfer, 
Jr. 

Q. Mr. Freundorfer, Jr.? A. Yes. 

Q. What was Mr. Freundorfer, Jr.’s first name? Roman. 

Q. Was Mr. Roman Freundorfer at that time residing in 
Germany, in Munich, Germany? A. No, he was here. 

Q. He was here? A. His dad’s name was also Roman. 

Q. That is the mistake. His father’s name was Roman? 
A. Yes, I mentioned ‘‘ Jr.” 

Q. He is Roman Freundorfer, Sr.? A. Yes, he is in 
Germany? 

Q. And the officer of Philip Lochman in 19332 A. Was 
Junior. 

Q. Was the son? <A. Yes. 

Q. Of Roman Freundorfer, Sr.?) A. Right. 

Q. Mr. Hatzl, if you know, who were the stockholders of 
Philip Lochman in 1933? A. T don’t know. 

Q. Who are the present stockholders? A. Mrs. Lochman, 
Mrs, Elsie Freundorfer, the widow of Roman, Jr., and Mrs. 
Hatzl, and myself, and Mr. Delhke. 

Q. What proportion of the stock does Mrs. Toelhman 
own? A. She owns around, T believe, it is around 2.500 
shares. Mrs. Freundorfer has about 1,407 shares, some- 
where in there. Mrs. Hatz] has 196. T have 100. And 
Mr. Delhke has 100 shares, 

Q. That is the total authorized capitalization of the 
company? <A. Yes. 

Q. Now, T believe you testified that in 1933 Philip Loch- 
man was President of Philip Lochman and Company. A. 
Yes. 
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Q. As such President, did he have the power to bind 
the corporation on contracts? A. I believe so. 


Mr. Price: That is a rather legal question. 

Mr. Schor: It is a conclusion. I could ask 
whether they were his duties. 

Mr. Price: I won’t object to it, but I don’t think 
this witness has been qualified as a lawyer, but, 
nevertheless, I will pass it. If he can answer it, he 
can answer it. 

Mr. Schor: He did answer. 

Mr. Price: That is right. 


By Mr. Schor: 


Q. Attached to your complaint is an agreement which 
Philip Lochman and Company, through Philip Lochman, 
entered into with a German partnership, which is known 
as Sillibs, Bruckmann, and Gebruder Freundorfer, in 1933. 

Now, were there negotiations between Philip Lochman 
and this German enterprise before the contract was en- 
tered into? A. I wouldn’t know. 

Q. Would you have in the files of Philip Lochman and 
Company any such correspondence? A. There might be. 

Q. Have you had any occasion to check whether there 
is? A. No. 

Q. Where was this contract entered into? A. In this 
country. 

Q. Was a member of the German enterprise present in 
this country then? 


Mr. Price: I think we ought to first qualify the 
witness. You are asking about things that are in 
1933. I don’t know what pertinence they have to 
the present situation, but let’s assume they are 
preliminary. Let’s first find out whether this witness 
knows these things in 1933. 
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Mr. Schor: Off the record. 


(There was discussion off the record.) 
By Mr. Schor: 


Q. How long have you been with Philip Lochman and 
Company? A. Since 1954. 

Q. Are there any employees of Philip Lochman and 
Company who were there prior to 1954? A. Yes. 

Q. Are there any employees who are familiar with the 
matters involved in your complaint who were there prior 
to 1954? A. No. 

Q. Are there any directors of the corporation who are 
familiar with the matters before 1954? A. Perhaps Mrs. 
Lochman. That would be about all. 

Q. Perhaps Mrs. Lochman. Do you have correspondence 
with the German enterprise that antedates 1954? A. Yes. 
We import some products from them that we sell here. 

Q. Do you have specifically correspondence in your files 
between you and Sillibs, Bruckman, and Gebruder Freun- 
dorfer, which encompasses the years 1933 to 1941? A. Yes, 
there is correspondence there. 

Q. Correspondence which refers to this 1933 contract, 
either directly or collaterally? A. Yes, there is corres- 
pondence on that. 

Q. How long under an appropriate order of the court 
would it take for you to produce these documents? <A. 
Immediately. 

Q. Have you read the 1933 contract which is attached 
to your complaint? A. No, I haven’t. 


Mr. Ratner: Listen to the question. I don’t think 
you listened to the question. 

The Witness: Well, just— 

Mr. Ratner: Would you repeat the question, 
please? 
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Mr. Schor: Read the question. 
(The question was read by the reporter.) 


The Witness: Just in regard to the royalty mat- 
ter. That I have read. 


By Mr. Schor: 


Q. You did not read any of the provisions of the con- 
tract? A. That it was a 25-vear contract and with a re- 
newal clause in there. 

Q. Would you stick to my question? Have you read the 
contract? <A. Yes. 

Q. That is all I asked. 


Mr. Ratner: That is what I thought you did. I 
was wondering. 


By Mr. Schor: 


Q. Does it not provide that Philip Lochman and Com- 
pany is to become the exclusive sales agent in the United 
States of Sillibs, Bruckiman and Gebruder Freundorfer? 


Mr. Price: The contract speaks for itself. 
Examining this witness about what the contract 
does or does not say, I think is improper. I think 
the contract speaks for itself. There is no dispute 
as to the contract. I don’t see how examining a 
witness on what the contract says or does not say 
can have any bearing on the litigation. The inter- 
pretation of the contract is a matter for the court. 
No matter what this witness says about the contract, 
not being a trained lawyer, I don’t see how it can 
possibly have a relationship. If this witness wants 
to answer the question, all right. If he is qualified 
to answer the question, all right. 
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Mr. Schor: I am not asking for the legal inter- 
pretation of the contract, I am asking what it reads. 
I am not asking whether it reads in a position which 
imports legal obligations of one kind or another. 

Mr. Price: I object to asking a witness as to 
what the contract reads. If you want to show him 
the contract so he ean refresh his recollection about 
it, that is perfectly all right, but I don’t see how a 
witness should be compelled to testify by memory 
as to what the contract reads. 

Mr. Schor: Fine, I will be glad to comply with 
your request and show him a copy of the contract. 


By Mr. Schor: 


Q. Mr. Hatzl, I show you Exhibit ‘‘A’’ attached to your 
complaint, which is a purported contract, and ask you to 
refresh your memory by reading its provisions. I would 
suggest, Mr. Hatzl, that you specifically concentrate on 
paragraph 6 of this contract, because I intend to ask a 
great many questions about it. 


Mr. Price: Let him read the whole thing through. 
Mr. Schor: True. 


(The document was read by the witness.) 


By Mr. Schor: 


Q. Now, I ask my question: Does this contract contain 
language which states that Philip Lochman and Company 
is to be an exclusive American sales agency for certain 
products of the German concern? 


Mr. Price: I object to this question and I am 
going to ask for a ruling on this, because I ask that 
the answer he withheld for the time being, so we 
can have a ruling on this and other questions. 
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Mr. Schor: Fine. 

Mr. Price: The reason for my objection was that 
the contract speaks for itself and whatever the con- 
tract says, it does not say or does say, is a matter 
for interpretation by the court, and not for inter- 
pretation by this witness. 


By Mr. Schor: 


Q. Did Philip Lochman, Mr. Hatzl, become excluive 
American agent, sales agent, for Sillibs, Bruckmann and 
Gebruder Freundorfer, the German enterprice, then, in 
1933? A. Yes. 

Q. Now, I direct your attention to paragraph 6 of 
the contract, and I ask you, and I call your attention to 
the effect that paragraph 6 deals with eight items which 
are named therein, beginning with cold top enamel, Rot- 
guss, Blauguss, Schwartzguss, Sensitizer Auto, Sensitizer 
B-Neu, Acetol Unterguss, Black-tone Developer for Con. 
Tone Emulsion. Specifically, I call your attention to the 
name ‘‘Rotguss,’’ which appears there. Is that a trade 
name? A.No. Well, I guess it is. It is a sensitizer used 
in collodian emulsion. 

Q. This is not a description of a chemical compound 
known to the field of chemistry, is it? A. No. 

Q. Take this item, Blauguss, this is also in the same 
eategory as Rotguss, and the same is true, is it not, of 
every one of the items contained in paragraph 6? A. 
Yes. That is just Rotguss, Blauguss. These are sensi- 
tizers. These are photograph compounds and an emul- 
sion and it is sensitized, either orthochromatic or panchro- 
matic. 

Q. These eight items are all chemical compounds, are 
they not? <A. Yes. 

Q. They differ among yourselves as to formula, do they 
not? <A. Yes. 
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Q. At the time this contract was entered into were 
these products manufactured in Germany by the German 
concern? <A. I believe so. 

Q. At the time they were manufactured had they been 
purchased by Philip Lochman and Company? A. I really 
don’t know whether that was developed over there or here. 

Q. Will you tell me whether in the contract of 1933 or 
its amendment in 1944 will you anywhere find a reference 
to Patent No. 1552428? 


Mr. Price: Objected to and I instruct the witness 
not to answer until we get a ruling. And the reason 
for this is the contract speaks for itself, and what- 
ever is in the contract is in it and will so be found 
by the court and whatever isn’t in the contract will 
also be found by the court, regardless of any ruling, 
interpretation or statement of this witness. 


By Mr. Schor: 


Q. Mr. Hatzl, of the eight products named in paragraph 
6 of the contract, were any involved in an American 
patent? <A. I don’t know. 

Q. You don’t know. Is there anyone in your organiza- 
tion who would know? <A. I don’t believe so. 

Q. Now, after the execution of this agreement in 1933, 
is it not a fact that Philip Lochman and Company began 
the manufacture in the United States of the products 
listed in paragraph 6 of the ’33 agreement? A. Yes. 

Q. Were these products sold by Philip Lochman under 
trade names? A. Just the two items or three items here. 
That would be cold-top enamel and the ‘‘ gusses,’’ Rotguss, 
Blauguss, and Schwartzguss. 

Q. So that, as I understand it, Philip Lochman in the 
United States sold the products enumerated under the 
name cold-top enamel, Rotguss, Blauguss and Schwartz- 
guss? A. Yes. 
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Q. Did they sell sensitizer auto? A. Yes, years ago. 
This is not sold any more. This is a product that is noth- 
ing today any more. 

Q. When you say years ago, did they sell it in “42— 
‘41, °42, 7482 AL Yes. Up to, let’s say, within the last, 
just about the last ten years. 

Q. They sold it up until the last ten years? A. I am 
referring only to sensitizer auto. And it was sold under 
the name Sensitizer Auto. 

Q. It was sold under the name Sensitizer Auto? <A. 
Yes. 

Q. What about the Sensitizer B-Neu? A, I have never 
seen that manufactured. I never used it in the trade 
myself, 

Q. Acetol Unterguss? A. Never seen that used in the 
trade. 

Q. Did you manufacture either Sensitizer B-Neu or 
Acetol Unterguss and sell it under some other name? A. 
No. 

Q. We get to the Black-tone Developer, ete., did you 
manufacture that? A. Yes, but that is just about done 
with, too. I think there are two accounts that use that. 

Q. But you manufactured that? A. Yes. 

Q. To get back to these topics, you say—excuse me. 
When did you discontinue the manufacture of Black-tone 
Developer? A. We haven’t had a call for that in over a 
year now that I know of. 

Q. But two years ago you manufactured it?) A. We 
made up some on a rather limited amount basis. We can 
only make up a gallon of it at a time, and that is about it. 

Q. Let’s go back to cold-top enamel. Are you presently 
manufacturing it?) A. Yes, 

Q. Rotguss, are you manufacturing that? A. Yes. 

Q. Blauguss? <A. Yes. 

Q. You are manufacturing that? A. Yes. 

Q. Schwartzguss? A, Yes. 
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Q. Those products were manufactured from 1941 to the 
present, is that correct? <A. Yes. 

Q. Between 1934 and 1941, is it not a fact that Philip 
Lochman made annual remittances of royalty payments to 
the German concern? A. Yes. 

Q. And in those royalty payments, did you not itemize 
the specific products manufactured and the royalties due 
in connection with each product manufactured im para- 
graph 6 of the complaint? A. Yes, 

Q. Is it not a fact also that from 1945 to 1959 you re- 
mitted rovalty payments to the Office of Alien Property 
in accordance with the products that you manufactured 
that are listed in paragraph 6 of your complaint? A. Yes, 
sit 

Q. And as far as you know, none of these products are 
involved inan American patent? A. As far as I know, no. 

Q. And there is no one else in your staff who has that 
knowledge? A, No. 

Q. Now, is it not a fact that at no time between 1933 and 
1941 Philip Lochman and Company gave any notice to 
Sillibs, Bruckman that this 1953 contract as amended had 
been terminated? A. 1 wouldn’t know that. 

Q. Again, you have correspondence in your files that deal 
with all communications sent from Philip Lochman_ to 
Sillbs, Bruckman between the years 1933 and 1941? A, 
Yes, whatever was sent back and fourth, copies are there. 

Q. You have had no oceasion at any time ever to read 
this correspondence? A, No. 

Q. Is there anyone in your concern who has had an oe- 
casion to read this correspondence presently in your con- 
cern? A, My wife may have read some of it when she was 
working in the office there. 

Q. Outside of your wife you know of no one else? A, 
No. You must understand [am only in charge since Mr. 
Lochman passed away. Previous to that, T didn’t delve 
into that stuff. 
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Q. When did Mr. Lochman die, by the way? A. It will 
be three years in July. 

Q. And you succeeded him as manager of the business 
enterprise? <A. Yes. 

Q. From 1933 to 1941 (and you will excuse me if these 
questions seem repetitious, but they have a purpose), do 
you know of your own knowledge of any disclosure of any 
of the formula involved in paragraph 6 by any member of 
the German business enterprise? 


Mr. Price: Objected to as indefinite. What mem- 
ber of the German enterprise is referred to and to 
whom is this disclosure to have been made. 


By Mr. Schor: 


Q. Do you know that Sillibs, Bruckman and Gebruder 
Freundorfer was a business partnership? A. Yes, it was. 

Q. And the members consisted of Roman Freundorfer, 
Sr., Theodore Freundorfer. A. That is also senior, be- 
cause there is a junior. 

Q. I didn’t know. And Lorenz Bruckman. <A. Yes. 

Q. Who was the fourth member? A. Sillibs, Wolfgang 
van Schmadel. 

Q. Do you know of your knowledge whether these four 
individuals ever made any disclosure of the formula for 
the products mentioned in paragraph 6 to anyone other 
than Philip Lochman? A. I would assume yes, for the 
simple reason— 

Q. Excuse me. Do you know of your own knowledge? 
A. Well— i 


Mr. Price: Your question is already answered to 
the best of the witness’ ability. He doesn’t have to 
frame his answers in the way demanded by the 
interrogator. He has already answered to the best 
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of his ability, and I assume no reasonable man could 
answer better in this respect regardless of how 
pertinent the questions are. 

The Witness: May I say something off the 
record, 

Mr. Schor: Surely. 

Mr. Price: You can put it on the record. 

The Witness: Mr. Bruckman left Sillibs and 
Bruckman and Freundorfer, and he has been in this 
country. He left the organization. 


By Mr. Schor: 


Q. When? A. I don’t know when. But I met him three 
years ago in New York City. 

Q. My question was 1933 to 1941. A. 1 wouldn’t know 
that. 

Q. Then your answer is you don’t know, which is what 
I thought your answer would be. A. Yes. 

Q. Do you know whether the Office of Alien Property 
from 1942 up until the present time has made any dis- 
closure to anyone? A. No, I don’t know. 

Q. During the years 1942 to the present time has Philip 
Lochman and Company ever made any demand upon the 
Office of Alien Property to furnish it with any improve- 
ments in the formula mentioned in paragraph 6 of the 
complaint? A. I can only answer for myself. I never 
have, no. 

Q. Are you aware of any correspondence that the Com- 
pany had antecedent to the time you assumed the man- 
agerial position you now hold which made such a demand? 
A. No. 

Q. Mr. Hatzl, have you had any experience in the exami- 
nation of patent files? A. None whatsoever. 

Q. Have you ever had an occasion to examine the United 
States Patent file which deals with Patent 1552481? A. 
Is that pertaining to the cold top; is that the number? 


38 
Deposition of Frank J. Hatzl. 


Q. Yes. A. Yes, I have read that patent. 

Q. You have read the patent. I am speaking of the 
patent file in the United States Patent Office. A. No. 

Q. You have never done that? A. No. 

Q. You have never done that, you say? A. No. 

Q. Has counsel for your firm ever made such an investi- 
gation for you? A. I don’t know if Mr. Timm, who is our 
Chicago attorney, has or not. He hasn’t since I have been 
running the company, but he may have prior to that, I 
don’t know. 

Q. Is it not a fact, Mr. Hatzl, that since 1933 on the 
hooks of Philip Lochman and Company, you have kept 
entries which represent the manufacture in terms of quan- 
tities of cach of the products described in paragraph 6 of 
the 1933 agreement? A. Yes, sir. 

Q. And that has been done in order that proper account- 
ings can be made, has it not? A. Yes. 

Q. Is it not a fact that this arrangement has been con- 
tinued up until the present time? A. Until 1959, 

Q. Up until 1959? A. Yes. 

Q. And is it not a fact that between the years 1943 and 
1959, the Office of Alien Property made periodie audits of 
your hooks? A. Yes. 

Q. And is it not a fact that in these audits of your books 
it was occasionally determined that there were additional 
royalties due the Office of Alien Property? A. There might 
have been. 

Q. Now, what products mentioned in paragraph 6 are 
set up on your books separately? For example, is cold-top 
enamel set up separately? A. Yes, 

Q. Rotguss? A. Every one of those products listed there 
are set up separately. 

Q. Every one of them? A. Yes. 

Q. Since 1945 has Philip Lochman and Company had 
any correspondence with the German enterprise, Sillibs, 
Bruckman, ete., or any member of that concern? A. Yes. 
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Mr. Price: Objected to as indefinite in connection 
with a member of the concern. Do you mean a mem- 
ber of the concern in 1933 or in 1945 or surviving 
members of the concern? 


By Mr. Schor: 


Q. With any member of the concern that you mentioned 
were in the enterprise from 1933? I will amend the ques- 
tion there. A. Have they corresponded, is that what you 
mean? 

Q. Yes. A. Yes. 

Q. And do you have copies of that correspondence in 
your files? A. There should be copies there, yes, 

Q. And was there correspondence which dirce tly in- 
volved or referred to the 1933 contraet? A. 1 don’t know. 
] haven't read that correspondence. 

Q. Now, how long would it take for such correspondence 
to be produced in accordance with an appropriate order of 
the court?) A. Well, give me ten days to two weeks to dig 
it up. 

Q. It would not involve any serious disruption of your 
present business, would it, any serious disarrangement? 
A. No, I don’t believe so. 

Q. Who has charge of that correspondence, by the way? 
A. Well, I suppose I do. I just wrapped it up and put it 
in a file, 

Q. Is it not a fact that Philip Lochman and Company 
submitted annual reports of the manufacture of these 
products to the Office of Alien Property since 1943? 


Mr. Price: Objected to as already answered, but 
if the examiner feels better if it is answered several 
times, I have no objection to the witness answering 
again, 
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Q. Will you please answer the question? A. What do 
you mean by annual reports? We filed a report every two 
months. 

Q. Were they filed every two months, then? A. Yes, 
but never, to my knowledge, annually. 

Q. You then filed reports every two months dealing with 
the manufacture of these products? A. Right. 

Q. When did you remit the royalties in accordance with 
the statements made in these reports?) A. As we filed the 
report, we sent in a check along with it. 

Q. And you submitted such reports and remittances up 
until when? A. 1959, 

Q. That is from 1943? A. Yes. 

Q. Now, you referred to a Mr. Timm, did you not, pre- 
viously? A. Yes. 

Q. Is his name John Timm? A. Yes. 

Q. He is an attorney? A. Yes. 

Q. Where is he located? A. In Chicago. 

Q. Do you know his office address? A. He has given up 
his office. He is getting along in years and he is operating 
out of his home. 

Q. Do you know his home address? A. I have it on 
record in the office. It is on North Ashland Avenue in 
Chicago. 

Q. And during 1943, up until Mr. Lochman died, which 
was when? <A. July of 1957, 

Q. Did Mr. Timm act as an attorney for Philip Lochman 
and Company with reference to negotiations with the Office 
of Alien Property affecting these properties? A. Yes. 

Q. And was he authorized as an attorney by the corpo- 
ration to make statements in behalf of the corporation? 
A. I believe so. 

Q. Now, Mr. Hatzl, do you know whether Philip Loch- 
man had any interest in a Teaneck Chemical Company? 
A. Yes. 
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Q. What was the nature of that interest? A. At one 
time he owned 50 per cent of the company. 

Q. What is the Teaneck Chemical Company? A. Com- 
petitors. . 

Q. By competitors you mean they engage— A. They 
manufacture practically the same products we do, handle 
the same general merchandise that we do. 

Q. Now, was the stock in Teaneck owned by Philip Loch- 
man personally or by Philip Lochman and Company? A. 
And Company. 

Q. The company owned the stock? A. Yes. 


Mr. Ratner: Off the record. 


(There was discussion off the record.) 
By Mr. Schor: 


Q. I believe you testified you became manager in 1954 
of Philip Lochinan and Company? A. No, 1957. 

Q. But you have been with the Company since when? 
A. Since 1954. 

Q. Now, Mr. Hatzl— A. Strictly a salesman. 

Q. Have you corresponded with Sillibs, Bruckman and 
Gebruder Freundorfer? A. I have only corresponded with 
Freundorfer. 

Q. Freundorfer in Germany? A. As far as my knowl- 
edge goes, Sillibs, Brueckman were out of this picture. Ever 
since I have known of the company it has always been 
Freundorfer KKG. 

Q. Freundorfer KG? A. It is the same corporation in 
this country. 

Q. It isn’t, but we will disregard that proposition. It is 
close enough. You say Sillibs, Bruckman and Gebruder 
Freundorfer, as far as you know, are out of business, and 
Freundorfer KG is with whom you corresponded? A. Yes. 

Q. Are they the successor to Sillibs, Bruckman and 
Gebruder Freundorfer? A. Evidently. I don’t know. I 
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don’t know what happened in their relationship. 1 don’t 
know how they broke up or anything. As far as I know, 
it has been Freundorfer. I know of the two names from 
correspondence and letterheads, and so forth. 

Q. Did this correspondence involve these products which 
are mentioned in paragraph 6? A. In some instances. 

Q. What was the purpose of the correspondence? A. 
Trouble. In other words, we would have trouble with 
cold-top enamel] or any of the flows. 

Q. But vou had copies of that correspondence? A. Yes. 

Q. And the incoming correspondence? A. Yes. 

Q. And they can be made available under appropriate 
order without any inconvenience to the operation of your 
business? A. Right. 

Q. Now, has Philip Lochman ever made any disclosure 
of the formula involved in paragraph 6 of the complaint? 
A. No, not to my knowledge. 

Q. To anyone? A. Not to my knowledge. Of course, we 
have had men leave us who have manufactured such prod- 
ucts. 1 don’t know whether they disclosed it. Who ean 
answer that? 


Q. But to your knowledge, you never, Philip Lochman 
never made any disclosure? 


Mr. Price: It is objected to on the ground that 
it is not definite to whom he made the disclosure, 
whether to employees, workers in the plant or out- 
siders, 


By Mr. Schor: 


Q. To other than employees or officers of the corpora- 
tion, did you make any other disclosures? A. No. 

Q. Specifically, to summarize, Mr. Hatzl, you know of 
no officer or employee of Philip Lochman and Company 
who is, of his own knowledge, familiar with anything that 
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occurred with reference to this contract in 1933, between 
Mr. Lochman and the German business enterprise? A. 
No, I don’t. 

Q. And as far as you know, there is no employee or no 
one who knows of these things who ean testify to them 
outside of the Germans who were a party? 


Mr. Price: Let’s read the question. It is very 
indefinite and vague and I can’t understand it. 
Maybe the witness is smarter than Iam. Would 
you read the question? 


(The question was read by the reporter.) 


Mr. Price: This is indefinite in so many respects, 
I think it would waste the record. Why don’t you 
make specifi¢ questions? 


By Mr. Schor: 


Q. 1 had referred to the 1933 contract and call your at- 
tention to those. Do you know of any person in your em- 
ploy who can testify as to what occurred in 1933 between 
Philip Lochman and the German concern with reference 
to the execution of this contract? A. No, I can’t. I don’t 
know anything. 

Q. Is there anyone in your concern who would know of 
any of the operations with reference to this contract or 
any of the negotiations with reference to this contract, 
which is subsequent to 1933 to 1941? 


Mr. Price: Objected to on the ground that there 
are two contracts here, 1933 and 1934. The nego- 
tiations necessarily must have taken place before 
1933, and 1934, and they could not have taken place 
after the contract was signed. 

Mr. Schor: I will rephrase the question. 
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Q. Do you know of any employee who is familiar with 
any negotiations made by Philip Lochman to modify the 
1933 contract as amended in 1934, subsequent to its amend- 
ment up to 1941? A. No, I do not. 


Mr. Schor: Those are all the questions I have. 
Mr. Price: Will you excuse us for a few minutes? 


(There was a short recess.) 
Mr. Price: I have no questions. 


(Whereupon, at 11:15 a. m., the taking of the 
deposition was concluded.) 


(Signature waived.) 


CERTIFICATE OF NOTARY 


I, Aurrep F. Goxpsrery, the officer before whom the 
foregoing deposition was taken, do hereby certify that the 
witness whose testimony appears in the foregoing deposi- 
tion was duly sworn by me; that the testimony of said 
witness was taken in shorthand and thereafter reduced 
to typewriting; that said deposition is a true record of 
the testimony given by said witness; that I am neither 
counsel for, related to, nor employed by any of the parties 
to the action in which this deposition was taken; and, 
further, that I am not a relative or employee of any coun- 
sel or attorney employed by the parties hereto, nor finan- 
cially or otherwise interested in the outcome of the action. 


Notary Public in and for the 
District of Columbia 


My commission expires November 14, 1962. 
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Rosert I. Dennison, 
Attorney for Plaintiff, 
834 Munsey Bldg., 
Washington, D. C. 


Harry Price, 
420 Lexington Ave., 
New York 17, N. Y. 


Rosert S. Ratner, 
120 Broadway, 
New York, N. Y. 


Of Counsel. 


PLEASE TAKE NoTIce that the defendants, William P. 
Rogers, Attorney General of the United States, as suc- 
cessor to the Alien Property Custodian and Dallas S. 
Townsend, Assistant Attorney General and Director of the 
Office of Alien Property, hereby request you to admit, 
within ten (10) days after service upon you of this request, 
for the purpose of the above-entitled action only, and 
subject to all pertinent objections to admissibility which 
may be interposed at the trial that 

(1) On or about May 5, 1943, the plaintiff corporation, 
Philip Lochman and Company, Chicago, Illinois, 
mailed to the Alien Property Custodian, a letter, 
a true and correct copy of which is attached hereto 
and identified as document D-1. 


The signature Philip Lochman and Company on 
the letter was made by Philip Lochman, then 
President of plaintiff corporation. 


As President of plaintiff corporation, Philip 
Lochman was authorized to sign document D-1 by 
the corporation and was authorized to make the 
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statement contained therein on behalf of plaintiff 
corporation. 

On or about December 31, 1943 plaintiff corpora- 
tion by its duly authorized officers and employees 
mailed a letter to a representative of the Office 
of Alien Property Custodian and that a true and 
and correct copy of that document is attached 
hereto and marked D-2. That the said letter dated 
December 31, 1943 was executed by Philip Loch- 
man President of the plaintiff corporation and 
that he was authorized to make the statements 
contained therein on behalf of the corporation, 
On or about April 19, 1944, John E. Timm, an 
attorney, 39 La Salle Street, Chicago, Illinois, 
mailed a letter on behalf of plaintiff to the Alien 


Property Custodian, Washington 25, D. C. and 
that a true and correct copy of said letter (except 
for the handwritten portion reading Ans. by sub- 
sequent letter of July 14, 1944, M. A. Crosby) is 
attached hereto and marked D-3. 


Said John E. Timm was duly authorized by plain- 
tiff corporation to represent said corporation in 
connection with all matters involving correspond- 
ence and negotiations on its behalf with the Office 
of Alien Property and said authority persisted 
from 1943 until 1956. 

(7) On or about June 7, 1944 plaintiff corporation 
through its duly authorized attorney John F. 
Timm mailed a communication to the Alien Prop- 
erty Custodian, Chicago, Illinois, a true and cor- 
rect copy of which is attached hereto and marked 
D-4. 

On or about November 22, 1944, the Office of Alien 
Property mailed a letter to John EK. Timm, attor- 
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ney for the plaintiff corporation, in reply to plain- 
tiff corporation’s letters by its attorney John E. 
Timm, heretofore identified as documents D-3 and 
D-4, a true and correct copy of which reply is at- 
tached hereto and marked D-5, and said letter 
was received by John E. Timm. 

On or about December 6, 1944, the Office of Alien 
Property directed a supplemental reply to D-3 and 
D-4 to plaintiff corporation and its attorney Mr. 
John KE. Timm, a true and correct copy of which 
is attached hereto and marked D-6 and such letter 
was received by Mr. Timm. 

On or about March 14, 1949 plaintiff corporation, 
by A. G. Hatzl, mailed a letter to the Office of 
Alien Property, Department of Justice, a true and 
correct copy of which is attached hereto and 
marked D-7. 

A. G. Hatz] was either an officer or employee of 
said corporation and was duly authorized to sign 
on its behalf and that the statements made there 
were duly authorized by plaintiff corporation to 
be made by him. 


On or about September 13, 1949 plaintiff corpora- 
tion, through its attorney John EK. Timm, wrote 
the Office of Alien Property a communication, a 
true and correct copy of which is attached hereto 
and marked D-8. 


On October 17, 1949 plaintiff corporation, through 
its attorney John E. Timm, mailed a communica- 
tion to the Office of Alien Property, a true and 
correct copy of which is attached hereto and 
marked D-9. 


On or about December 5, 1949 plaintiff corpora- 
tion, through its attorney John E. Timm, mailed a 
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letter to the Office of Alien Property, a true and 
correct copy of which, including its enclosure is 
attached hereto and marked D-10. 


On or about December 19, 1949, the Office of Alien 
Property mailed a reply to John E. Timm as at- 
torney for plaintiff corporation to his letter dated 
December 5, 1949 (D-10), a true and correct copy 
of which is attached hereto and marked D-11 and 
said letter was received by John E. Timm. 


On August 4, 1953 plaintiff corporation, through 
its attorney John E. Timm, mailed a letter to the 
Office of Alien Property, Department of Justice, 
a true and correct copy of which is attached hereto 
and marked D-12. 


On or about November 25, 1953, plaintiff corpo- 
ration by its attorney John E. Timm, mailed a 
letter to the Office of Alien Property, Department 
of Justice, a true and correct copy of which is 
attached hereto and marked D-13. 


(18) On or about December 1, 1953, the Office of Alien 
Property mailed a letter to John E. Timm, as 
attorney for the plaintiff corporation, in reply to 
documents D-12 and D-13, a true and correct copy 
of which is attached hereto and marked D-14; and 
said letter was received by John E. Timm. 


On March 2, 1954 John E. Timm, on behalf of 
plaintiff corporation mailed a letter to the Office 
of Alien Property, a true and correct copy of 
which is attached hereto and marked D-15. 


On March 23, 1954, the Office of Alien Property 
mailed a letter to John E. Timm as attorney for 
plaintiff in reply to Document 15, a true and cor- 
rect copy of which is attached hereto and marked 
D-16 and said letter was received by John E. 
Timm. 
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(21) Plaintiff corporation at no time replied to the let- 
ter it received identified herein as D-16. 
On August 10, 1954, John E. Timm, on behalf of 
plaintiff mailed a letter to the Office of Alien Prop- 
erty, Department of Justice, a true and correct 
copy of which is attached hereto and marked D-17. 


On August 17, 1954, the Office of Alien Property 
mailed a communication to John E. Timm as at- 
torney for plaintiff corporation, a true and correct 
copy of which is attached hereto and marked D-18, 
and such letter was received by John E. Timm. 


On July 29, 1958 plaintiff corporation mailed a 
letter signed Frank A. Hatzl to the Office of Alien 
Property, a true and correct copy of which is at- 
tached hereto and marked D-19. 

On or about March 16, 1959 Fred A. Hatzl, Vice 
President of plaintiff corporation on behalf of said 
corporation mailed a letter to the Office of Alien 
Property, a true and correct copy of which is at- 
tached hereto and marked D-20. 


On or about July 22, 1959 plaintiff corporation 
mailed a letter to the Office of Alien Property, a 
true and correct copy of which is attached hereto 
and marked D-21. 
Said Fred Hatzl on July 29, 1958; March 16, 
1959; and July 22, 1959 was Vice President of 
plaintiff corporation and duly authorized to sign 
communications in its behalf; and authorized to 
make statements on behalf of corporation con- 
tained in documents D-19; D-20: and D-21. 
Dated: February 18, 1960. 
Artuur R. Scuor, 
Attorney, Department of Justice, 
Washington 25, D. C., 
Attorney for Defendants. 
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Briargate 2186 2405 Oakton St. 
Greenleaf 6266 
Pure Locuman & Co. 
Incorporated 
Manufacturer of 
Freundorfer’s Collodion Emulsion, 
Cold Top Enamel and Sensitizers 
Evanston, II. 
May 5th, 1945. 
Alien Property Custodian 
Chicago 
Illinois 
Re: Sillib-Bruckmann and Gebr. Freundorfer 
Blocked Account—The Northern Trust 
Company, Chicago, Hlinois. 
Gentlemen: 


This letter will supplement a letter by our attorney, 
John EK. Timm, 30 N. LaSalle Street, accompanying our 
report to your office on your Form APC-2, as required by 
your General Order No, 2, dated June 15, 1942, and also 
pursuant to your letter dated April 22, 1943, addressed to 
the undersigned, and signed by C. Ives Waldo, Jr., Chief 
of the Chicago Office of your Division of Investigation and 
Research. 

The first notice that the undersigned reporter received 
that a report was required by your General Order No. 2, 
was contained in the above letter of April 22, 1943. The 
undersigned prepared its report on your Form TFR-300, 
Series B, in regard to the above matter and filed it with 
your oflice about four months prior to June 15, 1942, which 
is the date of vour General Order No. 2. It is assumed 
that the undersigned was notified by your office of the is- 
suance of General Order No. 2, and if so, it never reached 
us and may have been lost in the mail, hence the delay in 
filing this report. 
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The enclosed photostatic copies of the original and sup- 
plemental agreements of the undersigned with Sillib- 
Bruckmann and Gebr. Freundorfer, also contains a trans- 
lation of the Reich Mark and United States money that 
has been used by the undersigned in its calculation of the 
amount of the royalties. 


The royalties provided for in the enclosed agreements 
are for use of the Sillib-Bruckmann and Gebr, Freundorter 
formulas and not for patent protection as the undersigned 
has been advised that there was no patent protection so 
far as the use of the formula by the undersigned is con- 
eerned, 


The royalty funds accumulated over a period of years 
have been deposited in the blocked account in The North- 
ern Trust Company. Up to the time that these funds were 
blocked, most of the royalty funds were invested in United 
States Government Bonds by the undersigned and one of 
the reasons that the accumulated royalties were not paid 
to Sillib-Bruckmann and Gebr. Freundorfer was that the 
undersigned disputed the Romputavion on the basis of a 40 
cont Mark, whereas the Mark was 23.88 cents at the time 
that the agreements were negotiated. 


At the time of the exception of the two attached agree- 
ments, there was one product on which Sillib-Bruckmann 
and Gebr. Freundorfer held a patent, namely, Cold Top 
Enamel. We had the law firm of Cromwell, Geist and 
Warden. Chicago, Tlinois, investigate U.S.A. Patent No. 
1552428, and they reported it as worthless, 


Very truly yours, 
Pump Locuman & Co. 


By Prin Locman, 
President. 
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The royalties to be paid are based on the present Ger- 
man retail prices as follows: 

Reich U.S.A. 

Mark Money 


Cold Top Enamel 10%— 1.25 0 
ROt@USS:s2as05 weeds ese 25%— 1.25 D0 
BlaUsuss. shes aia. Aodewes 25% — 1.75 70 
Schwarzguss 25%— 1.75 70 
Sensitiser Auto 10%— 24 10 
Sensitizer B-neu 5%— 24 10 


Acctol—Unterguss........ — Blackstone developer 
each 10%—no market 
—not making. 


Affidavit of Arthur R. Schor, dated January 3, 1961. 


District or CoLuMBIA, SS. : 


Artuur R, Scnor, having been first duly sworn, hereby 
submits this affidavit in support of the Motion for Sum- 
mary Judgment filed by the Defendants in this matter and 
deposes and states as follows: 


1. He is an attorney employed by the United States De- 
partment of Justice, Office of Alien Property, Washington, 
D. C., assigned to the preparation of the defense in this 
action on behalf of the Defendants, the Attorney General 
of the United States and Dallas 8S. Townsend, Director, 
Office of Alien Property; further that he has appeared of 
record and is familiar with all proceedings heretofore had 
in this matter; 


2. On February 18, 1960 he, on behalf of the Defend- 
ants, requested certain Admissions of the Plaintiff and 
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that Defendants’ Requests for Admissions have been ad- 
mitted by the Plaintiff by way of default and that such Re- 
quests for Admissions are on file with this Court. 


3. On May 25, 1960, pursuant to notice calling for the 
examination of an official or employee of the Plaintiff 
familiar with all allegations of the Complaint, the Plain- 
tiff produced Frank J. Hatzl, Executive Vice President 
of Plaintiff Corporation whose deposition was taken and 
is on file with this Court. 


4. On August 2, 1960, this Court by Judge Letts entered 
an order for the production of certain documents by Plain- 
tiff Corporation by September 30, 1960, and pursuant to 
such order Plaintiff Corporation produced documents 
which will be referred to and attached to this Affidavit as 
exhibits. 


5. Prior to October 14, 1933, Plaintiff Corporation was 
purchasing certain products by trade name manufactured 
by Sillib-Bruckmann and Gebruder Freundorfer, a German 
partnership consisting of Dr. Wolfgang von Schmadel, 
Theodor Freundorfer, Roman Freundorfer and Lorenz 
Bruckman of Munich, Germany (hereinafter referred to 
as the ‘‘German Nationals’’). This is evidenced by the 
following: 


(a) ‘‘I wrote you on December 8th asking for a state- 
ment on my account, but to date I have not re- 
ceived one. 


* * * * i * 
At present I am expecting from you: 


25-1000 ecm bottles each of Rotguss, Blauguss and 
Schwarzguss, 10 more qts. of the continuous tone Dry 
Plate Emulsion and a shipment of 75 qts. of the regular 
emulsion each month. I still have over 100 bottles of 
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the Dry Plate emulsion on hand, and I am sending 


some of this to the New York Agent, who by the way 
is The Senefelder Co. a Lithograph Supply House.”’ 


(Excerpr from letter sent by Plaintiff Corpora- 
tion to the German Nationals, dated January 16, 
1933, furnished under the Production Order of this 
Court. The complete text is attached hereto, made 
a part hereof, and marked ‘‘Exhibit A’’.) 


In a bill sent by the German Nationals to Philip 
Lochinan dated February 25, 1933, it appears that 
the German Nationals sold the Plaintiff Corpora- 
tion the following products: 

*“Collodium-Emulsion 

Halftone-dry-plate-Hmulsion 

Schwarz-Guss 

Blau-Guss 

Rot-Guss 

Sensitizer Auto 

Sensitizer B neu’’ 
(The complete bill, furnished by Plaintiff Corpora- 
tion to the Defendants under the Production Order 
of this Court, is attached to this Affidavit, made a 
part hereof, and marked *‘ Exhibit B’’.) 
‘‘Well, Roman there is only one thing left to do and 
that is for you to send me the formula for the Rot- 
guss and Blauguss so that I can make it here. [ 
feel very bad about this decision and if it is upheld 
it will prove rather costly to me both in time and 
money. I could however pay you a royalty of about 
50 cents a bottle on these products . ..”’ 


(Excerpt from a letter to the German Nationals 
from Plaintiff Corporation, dated June 6, 1933, 
furnished by Plaintiff Corporation to the De- 
fendants under the Production Order, made a part 


hereof, and marked ‘‘Exhibit C’’.) 
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6. On October 14, 1933, Plaintiff Corporation entered 
into a contract with the German Nationals, a true and cor- 
rect copy of which has been attached to Plaintiff’s com- 
plaint and admitted by the Defendants. 


7. On March 26, 1934, this contract was amended by 
agreement between Plaintiff Corporation and the German 
Nationals and a true and correct copy of the amendment 
is attached to the complaint and has been admitted by the 
Defendants. 


S. After the execution of the October 14, 1933 contract, 
Plaintiff Corporation became the exclusive American sales 
agents for products manufactured by the German Na- 
tions. This is evidenced by the following: 


**Q. Did Philip Lochman, Mr. Hatzl, become exclu- 
sive American sales agent for Sillib-Bruckmann and 
Gebruder Freundorfer the German enterprise, then 
in 1933? A. Yes.’’ 


(Excerrt from page 13 of the Deposition of 
Frank J. Hatzl, Executive Vice President of Plain- 
tiff Corporation on file with this Court.) 


9. After the execution of the October 14, 1933 contract, 
the German Nationals divulged to Plaintiff Corporation 
the formulae for the products listed in paragraph 6 of the 
aforesaid agreement and thereafter the German Nationals 
disclosed additional formulae as well as improvements in 
the old formulae to the Plaintiff Corporation and Plaintiff 
Corporation manufactured and sold the products in this 
country. This is evidenced by the following: 


(a) ‘The enclosed photostatic copies of the original 
and supplemental agreements of the undersigned with 
Silib-Bruckmann and Gebr. Freundorfer, also contains 
a translation of the Reich Mark and United States 
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money that has been used by the undersigned in its 
calculation of the amount of the royalties. 

The royalties provided for in the enclosed agree- 
ments are for use of the Sillib-Bruckmann and Gebr. 
Freundorfer formulas and not for patent protection 
as the undersigned has been advised that there was 
no patent protection so far as the use of the formula 
by the undersigned is concerned. 


* . * * 


At the time of the execution of the two attached 
agreements, there was one product on which Sillib- 
Bruckmann and Gebr. Freundorfer held a patent, 
namely, Cold Top Enamel. We had the law firm of 
Cromwell, Geist and Warden, Chieago, Illinois, in- 
vestigate U.S.A. Patent No. 1552428, and they re- 
ported it as worthless.”’ 


(Excerpr from Document D-1; letter dated May 
5, 1943, from Plaintiff Corporation to Alien Prop- 
erty Custodian contained in Defendants’ Request for 
Admissions and on file with this Court.) 


(b) ‘‘Under date of October 14, 1933, the applicant 
entered into an agreement in writing, with a partner- 
ship consisting of Herr Dr. Wolfgang Von Schmadel, 
Herr Theodor Freundorfer, Herr Roman Freundorfer, 
Herr Lorenz Bruckmann, doing business as Sillib- 
Bruckmann and Gebr. Freundorfer, of Munich, Ger- 
many, a copy of which agreement is hereto attached. 
This agreement gave the applicant exclusive right to 
use certain formulas therein-described, owned by said 
Sillib-Bruckmann and Gebr. Freundorfer, in and to 
the manufacture, import and sale of certain products, 
in the United States of America, upon‘a royalty basis. 
None of the formulas have ever heen patented in this 
country except the Cold Top Enamel on which 
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Sillib-Bruckmann and Gebr. Freundorfer secured 
U.S.A. Patent No. 1552428...” 

(Excerpr from Document D-2; letter dated De- 
cember 31, 1943 from Plaintiff Corporation to H. H. 
Sargeant, Chief, Division of Patent Administra- 
tion, Office of Alien Property Custodian, on file with 
this Court.) 


(c) “I represent Philip Lochman & Co. of 2405 
Oakton Street, Evanston, Illinois, one of the parties 
to the above contract. 

The contract gives Philip Lochman & Co. the exclu- 
sive right to the use of a certain formula developed 
and owned by Messrs. Sillib-Bruckmann & Gebr. 
Freundorfer, a partnership with their place of busi- 
ness in Munich, Germany; the right covers the manu- 
facture and sale in the United States; the formula in- 
volves chemicals used principally in the photo en- 
graving business.’’ 

(Excerpt from Document D-8 of Defendants’ Re- 
quest for Admissions, being a letter addressed by 
John Kk, Timm, Attorney for Plaintiff Corporation, 
to the Office of Alien Property Custodian, dated 
September 13, 1949, on file with this Court.) 


(d) ‘Please advise as to whether or not Philip 
Lochman & Company may at this time divulge the 
formulas acquired by it from Sillib-Bruckmann & 
Gebr. Freundorfer and thereby secure a license to use 
said formulas in its manufacturing processes and 
thereby terminate the payment of royalties by it 
thereon to the Alien Property Custodian.’’ 

(Excerpt from Document D-12 of the Plaintiff’s 
Request for Admissions, being a letter from John 
KE. Timm, Attorney for Plaintiff Corporation to the 
Office of Alien Property, dated August 4, 1953, on 
file with this Court.) 
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(e) ‘*We just received your letter of May 18th with 
enclosed draft for Rm. 2700.—Thanks! 

“Our Mr. Roman Freundorfer is on a vacation in 
Breitbrumm at present. We called him up and told 
him that you are experiencing trouble with the Gusses 
but he could not understand how this could happen, 
and told us that you had the exact formulas, and that 
you made the Gusses while he was in Chicago and 
everything worked all right.’’ 

(Excerpt from letter to Plaintiff Corporation 
from the German Nationals, dated June 1st, 1934, 
furnished the Defendants by Plaintiff Corporation 
pursuant to this Court’s Production Order. The 
entire text of this letter is attached hereto, made 
a part hereof and marked ‘*Exhibit D’’) 


(f) ‘When Roman comes to Munchen J am going 


to talke this problem over with him thoroughly, so 
there won’t [be any doubt about it in the future. J 
still think the only reason you have trouble is that 
you don’t follow our formula exactly.’’ 


(Excerpt from a letter to Plaintiff Corporation 
from the German nationals, dated June 5th, 1934 
furnished Defendants by Plaintiff, under this 
Court’s Production Order. The entire text is at- 
tached hereto, made a part hereof, and marked 
‘““Exhibit E’’) 


(g) ‘*Would appreciate a copy of your Auto Sensi- 
tizer formula, to check with what we have, as perhaps 
something is wrong and I am convinced that the trou- 
ble lies in an excess of Silver.’’ 

(Excerpr from letter to German Nationals from 
Plaintiff Corporation, dated June 19, 1934, furnished 
by Plaintiff Corporation to the Defendants pursuant 
to the Production Order of this Court. The entire 
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letter is attached hereto, made a part hereof, and 
marked ‘‘ Exhibit F’’) 


(h) ‘We received in our last shipment 20 qts. of 
the old Continuous tone emulsion. I would like to 
have the formula for Sensitizer H, which is Panchro- 
matic and can be used for all colors, or is it better 
to use Auto for the yellow and red.’’ 

(Excerpt from letter to German Nationals from 
Plaintiff Corporation, dated Feb. 17, 1936 furnished 
to the Defendants by Plaintiff Corporation pursu- 
ant to this Court’s Production Order. The entire 
text is attached hereto, made a part hereof, and 
marked ‘‘Exhibit G@’’) 


(i) “SEND 100 LITER RASTER TROCKEN 
PASTA BY PARCEL POST. ALSO SEND FOR- 
MULA FOR NEW PRESERVATIVE FOR AUTO 
SENSITIZER.’’ 

(Excerpr from Cablegrain sent by Plaintiff Cor- 
poration to the German Nationals dated April 20, 
1936, furnished by Plaintiff Corporation to the De- 
fendants pursuant to this Court’s Production Order. 
Entire text of the cable is attached hereto, made a 
part hereof and marked ‘‘ Exhibit H/’’) 


(j) ‘*We are now waiting for the New Sensitizer 
with the new preservative and have noted the changes 
in the formulas.”’ 

(Ixcerpt from letter to German Nationals from 
Plaintiff Corporation, dated November 7, 1936, fur- 
nished Defendants by Plaintiff Corporation pursu- 
ant to this Court’s Production Order. The entire 
letter is attached hereto, made a part hereof and 
marked ‘* Exhibit I’’) 
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(k) ‘*We have decided to send the emulsion in 
small bottles to avoid the hardening of the sediment 
and we are sure you have no troubles any more. 

Just be sure J send you the formula for etching the 
negatives coated with dot etch lacquer:”’ 

(Excerer from letter to Plaintiff Corporation 
from German Nationals, dated September 18th, 1937, 
furnished by Plaintiff Corporation to the Defend- 
ants pursuant to this Court’s Production Order. 
The entire letter is attached hereto, made a part 
hereof, and marked ‘‘Exhibit J’’) 


(1) ‘*We also received your letter the other day 
with new Developer formula which we are going to 
try in the next few days.’’ 

(Excerpt from letter to German Nationals from 
Plaintiff Corporation, dated March 8, 1938, fur- 
nished by Plaintiff Corporation to Defendants pur- 
suant to this Court’s Production Order. The entire 
letter is attached hereto, made a part hereof, and 
marked ‘* Exhibit K’’) 


(m) ‘*Regarding the Auto Sensitizer for blue and 
black that we have on hand, number 162 and 166 I 
understand must be diluted with three times the quan- 
tity of Monobrom. Then I believe that this is not 
necessary With the numbers over 172. We have looked 
all through our files for definite instructions as to how 
they are to be used up and we have come to the con- 
clusion that you must have written these instructions 
direct to Roman, Jr. I, therefore, must ask you to 
give us some definite instructions as how we are to 
use the numbers under 172 and those over 172.’’ 

(Excerpt from letter from Plaintiff Corporation 
to German Nationals, dated August 8, 1939, fur- 
nished by Plaintiff Corporation to the Defendants 
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pursuant to this Court’s Production Order. The 
entire letter is attached hereto, made a part hereof 
and marked ‘‘Exhibit L’’) 


(n) ‘‘From your letter of August 8, we can see 
that the maxing of the Blue and Black gusses is not 
quite clear to you.’’ 

Jn our letter of July 5th, 1938, we gave you the 
instructions how to mix the Blu and Black gusses. 

J have spoken with Roman jun. about it, and every- 
thing is allright; the only mistake you made was, 
that you put Cas. in it. Jf you leave the Cas and the 
alkali out, everything is O.K. 

With the new numbers 173 and 176 of Auto sensi- 
tizer for Blue and Black no mixing is necessary any 
more; all you have to do is to use the same amount 
of Glycerine, water, ammonia and alcohol as you do 
for the Rotguss and put the right amount of Pi and 
Pi Blue in it. 

J give you the exact formula of the three gusses 
on a separate sheet, and J hope there will be no doubt 
any more for the future.’’ 


(Excerpr from letter to Plaintiff Corporation 
from the German Nationals, dated August 24th, 
1939, furnished by Plaintiff Corporation to the De- 
fendants pursuant to the Production Order of this 
Court. The entire letter is attached hereto, made a 
part hereof, and marked ‘‘Exhibit M’’) 


10. All the products mentioned in paragraph 6 of the 
agreement of October 14, 1933, had different chemical 
formulae. This is admitted by Frank J. Hatzl, Executive 
Vice President of Plaintiff Corporation in his Deposition 
on file with this Court: 


“*Q. Now, I direct your attention to paragraph 6 
of the contract, and I ask you, and I call your attention 
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to the effect that paragraph 6 deals with eight items 
which are named therein, beginning with cold-top 
enamel, Rotguss, Blauguss, Schwartzguss, Sensitizer 
Auto, Sensitizer B-New, Acctol Unterguss, Black-tone 
Developer for Con. Tone Emulsion. Specifically, I 
eall your attention to the name ‘‘Rotguss,’’? which 
appears there. Is that a trade name? A. No. Well, 
I guess it is. It is a sensitizer used in collodian 
emulsion. 

Q. This is not a description of a chemical compound 
known to the field of chemistry, is it?) A. No. 

Q. Take this item, Blauguss, this is also in the same 
category as Rotguss, and the same is true, is it not, 
of every one of the items contained in paragraph 6? 
A. Yes. That is just Rotguss, Blauguss. These are 
sensitizers. These are photographic compounds and 
an emulsion and it is sensitized, either orthochromatic 
or panchromatic. 

Q. These eight items are all chemical compounds, 
are they not? A. Yes. 

Q. They differ among themselves as to formula, 
do they not? <A. Yes. 

Q. At the time this contract was entered into were 
these products manufactured in Germany by the Ger- 
man concern? <A. I believe so. 


(Excerpt from pages 13 and 14 of the Deposition 
of Frank J. Hatzl, Executive Vice President of 
Plaintiff Corporation.) 


11. At the time of the execution of the contract Plain- 
tiff Corporation did not rely on the German Nationals’ 
ownership of U. S. Patent No. 1,552,428, or any other 
United States patent owned by the German Nationals. 
This is evidenced by: 


(a) ‘**The enclosed photostatie copies of the origi- 
nal and supplemental agreements of the undersigned 
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with Sillib-Bruckmann and Gebr. Freundorfer, also 
contains a translation of the Reich Mark and United 
States money that has been used by the undersigned 
in its calculation of the amount of the royalties, 

The royalties provided for in the enclosed agree- 
ments are for use of the Sillib-Bruckmann and Gebr. 
Freundorfer formulas and not for patent protection 
ax the undersigned has been advised that there was no 
patent protection so far as the use of the formula by 
the undersigned is concerned. 


* * * * * 


At the time of the execution of the two attached 
agreements, there was one product on which Sillib- 
Bruckmann and Gebr. Freundorfer held a patent, 
namely, Cold Top Enamel. We had the law firm of 
Cromwell, Geist and Warden, Chicago, Illinois, investi- 
gate USA, Patent No, 1552428, and they reported it 
as worthless."? [Mmphasis supplied]. 


(excerpr from letter written by Plaintiff Corpo- 
ration to the Alien Property Custodian, dated May 
Sth, 1943, designated Document D-1 on Defendants? 
Request for Admissions on file with the Court.) 


(b) Q. Is it not a fact also that from 1943 to 1959 
you remitted royalty payments to the Office of Alien 
Property in accordance with the products that you 
manufactured that are listed in paragraph 6 of vour 
complaint? A. Yes, Sir. 

Q. And as far as you know, none of these products 
are involved in an American patent? A. As far as I 
know, no. 

Q. And there is no one else in your staff who has 
that knowledge? A. No. 

(Iuxcerpr from page 18 of the Deposition of Frank 

J. Hatz], Executive Vice President of Plaintiff Cor- 

poration.) 
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12. U. S. Patent No. 1,552,428 was applied for in 1921 
and granted September 8, 1925. 

13. Your deponent has examined the United States 
Patent file at the United States Patent Office dealing with 
U.S. Patent No. 1,552,428, and the said patent application 
and the said file contain no reference to any product men- 
tioned by name in paragraph 6 of the contract entered into 
between the Plaintiff Corporation and the German Na- 
tionals on October 14, 1933. 


(A true and correct copy of Patent No. 1,552,428, 
attached hereto, made a part hereof and marked 
**Iexhibit N’’) 


14. After the execution of the contract between the 
Plaintiff Corporation and the German Nationals on 
October 14, 1933, Plaintiff Corporation manufactured the 


products named in paragraph 6 of the aforesaid contract, 
sold them under trade names and paid royalties to the 
German Nationals until blocking action by the United 
States prevented further payments. This is evidenced by 
the following: 


(a) Q. Now, after the execution of this agreement 
in 1933, is it not a fact that Philip Lochman and Com- 
pany began the manufacture in the United States of 
the products listed in paragraph 6 of the ’33 agree- 
ment? A. Yes. 

Q. Were these products sold by Philip Lochman 
under trade names? <A. Just the two items or three 
items hare. That would be cold-top enamel and the 
‘‘eusses,’’? Rotguss, Blauguss, and Schwartzguss. 

Q. So that, as I understand it, Philip Lochman in 
the United States sold the products enumerated under 
the name Cold-top Enamel, Rotguss, Blauguss and 
Sechwartzguss? A. Yes. 
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Q. Did they sell sensitizer auto? A. Yes, years ago. 
This is not sold any more. This is a product that is 
nothing today any more. 

Q. When you say years ago, did they seld it in ’°42,— 
“41, 42, 7437 A. Yes, up to let’s say, within the 
last, just about the last ten years. 


* * * * * 


Q. We get to the Black-tone Developer, etc., did you 
manufacture that? A. Yes, but that is just about done 
with, too. I think there are two accounts that use that. 

Q. But you manufactured that? A. Yes. 


* * ° * * 


Q. Between 1934 and 1941, is it not a fact that 
Philip Lochman made annual remittances of royalty 
payments to the German concern? A. Yes. 

Q. And in those royalty payments, did you not 
itemize the specifie products manufactured and the 
royalties due in connection with each product manu- 
factured in paragraph 6 of the complaint? A. Yes. 


(Excerpts from the Deposition of Frank J. Hatzl, 
Executive Vice President of Plaintiff Corporation 
on file with the Court—pages 15, 16, 17 and 18.) 


(b) ‘Our Book-keeper wants you to send us a 
Statement of our account every 3 months. I figured 
that we owe on Royalty for the first 3 months RM. 
764.97, this is after deducting the German material 
on hand January Ist, otherwise it would be more.’’ 


(Excerrr from letter dated April 2, 1934, from 
Plaintiff Corporation to the German Nationals, fur- 
nished the Defendants by the Plaintiff Corporation 
under this Court’s Production Order. The entire 
letter is attached hereto, made a part hereof, and 
marked ‘‘Exhibit O’’). 
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(c) **We have made no further payments on Roy- 
alty because I thought I could bring that along with 
me as Roman did last year, but I guess Roman will 
bring it again this year.’’ 


(Excerpt from letter, dated April 15, 1935, from 
Plaintiff Corporation to the German Nationals, fur- 
nished the Defendants by the Plaintiff Corporation 
under this Court’s Production Order. The entire 
letter is attached hereto, made a part hereof, and 
marked ‘‘Exhibit P’’). 


(d) ‘*We are very happy to have our bills paid, 
and all we owe now is the Royalty and the $3000 mort- 
gage we have on the factory . . . 

I am also enclosing our figures for Royalty account 
for the First Quarter of 1936. Please check and let us 
know.”’ 


(Excrrrr from letter dated April 7, 1936, from 
Plaintiff Corporation to the German Nationals, 
furnished the Defendants by Plaintiff Corporation 
under this Court's Production Order. The entire 
letter is attached hereto, made a part hereof and 
marked ‘‘Exhibit Q’’). 


(e) **We received your letters of March 2 and 


March 4, and note that you have instructed Schering- 
Kahlbaum to pay us the amount of R.J/. 87.88. 
The statement of royalty agrees with our bookings.”” 


(sxcerpr from letter dated March 18, 1937, from 
German Nationals to Plaintiff Corporation, fur- 
nished the Defendants by the Plaintiff Corporation 
pursuant to the Production Order of this Court. 
The entire text is attached hereto, made a part 
hereof, and marked ‘*Exhibit R’’.) 
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(f) ‘‘Received your letters of April 7th and Sth, 
with statements of royalty account and merchandise 
account. Our merchandise account checks O.KK. Also 
the Royalty for January is 0.K."’ 


(Excerrr from letter dated April 24, 1937, from 
Plaintiff Corporation to the German Nationals fur- 
nished the Defendants by Plaintiff Corporation pur- 
suant to this Court’s Production Order. The entire 
letter is attached hereto, made a part hereof and 
marked ‘Exhibit S’’), 


(g) ‘‘L hope that by the time this letter reaches you, 
you have sent us our statement on royalty account as 
per January 1, 1938.” 


(excerpt from letter dated February 1, 1938, from 
Plaintiff Corporation to the German Nationals, fur- 
nished the Defendants by Plaintiff Corporation pur- 
suant to this Court’s Production Order, The entire 
letter is attached hereto, made a part hereof, and 
marked **Exhibit T’’), 


(h) **We beg to confirm your letter of Jan, 29th 
and payment from the Reichskreditgesellschaft RM. 
5950.45. Thanks! 


. * * Sd * 


“The royalty statement has been sent to you.”’ 


(Isxcerpr from letter dated Febr, 26th, 1938, from 
German Nationals to Plaintiff Corporation, fur- 
nished the Defendants by Plaintiff Corporation pur- 
suant to this Court’s Production Order. The entire 
letter is attached hereto, made a part hereof and 
marked ** Exhibit U’’). 

(i) **The royalty funds accumulated over a period 
of years have been deposited in the blocked account in 
the Northern Trust Company. Up to the time that 
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these funds were blocked, most of the royalty funds 
were invested in United States Government Bonds by 
the undersigned and one of the reasons that the ac- 
cumulated royalties were not paid to Sillib-Bruckmann 
and Gebr. Freundorfer was that the undersigned dis- 
puted the computation on the basis of a 40 cent Mark, 
whereas the Mark was 23.88 cents at the time that the 
agreements were negotiated.’’ 


(Excerrr from Document D-1, contained in De- 
fendants’ Request for Admissions, being a letter 
from Plaintiff Corporation to the Alien Property 
Custodian on file with the Court.) 


15. Your deponent states that the Alien Property Cus- 
todian and his successor in interest, the Attorney General 
of the United States, have never vested U. 8. Patent No. 
1,552,428. 


16. Vesting Order No. 2181 (S Fed. Reg. 13321, Septem- 
ber 30, 1943) vested all the rights of the German Nationals 
in and to the contract of October 14, 1933, as amended, and 
also all accrued royalties due thereon. 


(A copy of the said Vesting Order is attached hereto, 
made a part hereof, and marked ** Exhibit V’’). 


17. After the issuance of Vesting Order No, 2181, Plain- 
tiff Corporation continued to manufacture the products 
described in paragraph 6 of the October 14, 1933, agrec- 
ment and paid royalties in accordance with said agreement 
to the Alien Property Custodian up until May 1959, and 
although demand has been made for further payment of 
royalties Plaintiff Corporation refused to do so. This is 
evidenced by the following: 


Q. Is it not a fact also that from 1943 to 1959 you 
remitted royalty payments to the Office of Alien Prop- 
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erty in accordance with the products that you manu- 
factured that are listed in paragraph 6 of your com- 
plaint? A. Yes, sir. 


* * * * * 


Q. And is it not a fact that between the years 1943 
and 1959, the Office of Alien Property made periodic 
audits of your books? A. Yes. 

Q. And is it not a fact that in these audits of your 
books it was occasionally determined that there were 
additional royalties due the Office of Alien Property? 
A. There might have been. 

Q. Now, what products mentioned in paragraph 6 
are set up on your books separately? For example, is 
cold-top enamel set up separately? A. Yes. 

Q. Rotguss? A. Every one of those products listed 
there are set up separately. 

Q. Every one of them? A. Yes. 


Q. You then filed reports every two months dealing 
with the manufacture of these products? A. Right. 

Q. When did you remit the royalties in accordance 
with the statements made in these reports? A, As we 
filed the report, we sent in a check along with it. 

Q. And you submitted such reports and remittances 
up until when? A. 1959. 

Q. That is from 1943? A. Yes. 


(Excerpts from pages 18, 23, 24 and 26 of the 
Deposition of Frank J. Hatzl, Executive Vice Presi- 
dent of Plaintiff Corporation on file with this 
Court). 


18. Notwithstanding the fact that Plaintiff Corporation 
has paid no royalties since May 1959 on the products manu- 
factured under the formulae given it by the German Na- 
tionals, it has continued to manufacture such products up 
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until the present time. This is evidenced by excerpts from 
the Deposition of Frank J. Hatzl on file with this Court 
(p. 17): 

Q. Let’s go back to cold-top enamel. Are you 

presently manufacturing it? A. Yes. 

Q. Rotguss, are vou manufacturing that? A. Yes. 

Q. Blauguss? <A. Yes. 

Q. You are manufacturing that? A. Yes., 

Q. Schwartzguss? A, Yes. 

ILLEGIBLE 


Sworn to before me this 3 day of January, 1961, 


Notary 


Affidavit of Julian M. Hare. 


Juutan M. Hare, being duly sworn, deposes and says: 


I am the duly appointed Records Officer of the Office of 
Alien Property, Department of Justice, and as such | 
have custody of all the files and records relating to the 
operation of the Office. 

I have caused diligent search to be made for any Notice 
of Claim filed by or in behalf of Philip Lochman and Com- 
pany. The search of the files and records discloses that no 
such claim has ever been filed. 

T have also checked on the Vesting Orders issued by the 
Alien Property Custodian and the Attorney General of the 
United States and can state that no Vesting Order has 
ever heen issued vesting Patent No. 1,552,428. 


JuLtan M. Hare. 
Sworn to before me this 
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Form APC-42 


UNITED STATES OF AMERICA 


OFFICE OF ALIEN PROPERTY CUSTODIAN 


Re: Interests of various persons doing business as Sillib- 
Bruckmann and Gebr. Freundorfer in a contract with 
Philip Lochman & Company. 


Under the authority of the Trading with the enemy Act 
as amended, and Executive Order No. 9095, as amended, 
and pursuant to law, the undersigned, after investigation, 
finding; 


Ls 


That the last known address of Dr. Wolfgang von 
Schmadel, Theodor Freundorfer, Roman Freun- 
dorfer and Lorenz Bruckmann is 11 Steiner Strasse, 
Munich, Germany and that each of them is a national 
of a designated enemy country (Germany) ; 


That Sillib-Bruckmann and Gebr. Freundorfer is a 
partnership organized under the laws of Germany 
and is a national of a designated enemy country 
(Germany) 3 

That the property described in subparagraph 4 
hereof is property of said Dr. Wolfgang von 
Schmadel, Theodor Freundorfer, Roman Freun- 
dorfer and Lorenz Bruckmann, doing business as 
Sillib-Bruckmann and Gebr. Freundorfer; 


That the property described as follows: 


All interests and rights (including all royalties and 
other monies payable or held with respect to such 
interests and rights, and all damages for breach of 
the agreement hereinafter described, together with 
the right to sue therefor) created in Dr. Wolfgang 
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von Schmadel, Theodor Freundorfer, Roman Freun- 
dorfer and Lorenz Bruckmann, doing business as 
Sillib-Bruckmann and Gebr. Freundorfer, by virtue 
of an agreement dated October 14, 1933 (including 
all modifications thereof and supplements thereto, 
including but not by way of limitation, a supple- 
mental agreement dated March 26, 1934) by and be- 
tween Dr. Wolfgang von Schmadel, Theodor Freun- 
dorfer, Roman Freundorfer, and Lorenz Bruck- 
mann, doing business as Sillib-Bruckmann and Gebr. 
Freundorfer, and Philip Lochman & Company, 


is property of a national of a designated enemy country 
(Germany) ; 


And having made all determinations and taken all action 
required by law, including appropriate consultation and 
certification, and deeming it necessary in the national in- 
terest, 


Heresy vests in the Alien Property Custodian the prop- 
erty described above, to be held, used, administered, liqui- 
dated, sold or otherwise dealt with in the interest and for 
the benefit of the United States. 


Such property and any or all of the proceeds thereof 
shall be held in an appropriate account or accounts, pend- 
ing further determination of the Alien Property Custodian. 
This Order shall not be deemed to limit the power of the 
Alien Property Custodian to return such property or the 
proceeds thereof in whole or in part, nor shall it be deemed 
to indicate that compensation will not be paid in lieu there- 
of, if and when it should be determined to take any one 
or all of such actions. 

Any person, except a national of a designated enemy 
country, asserting any claim arising as a result of this 
Order may, within one year from the date hereof, or with- 


73 
Vesting Order Number 2181. 


in such further time as may be allowed, file with the Alien 
Property Custodian on Form APC-1 a notice of claim, to- 
gether with a request for a hearing thereon. Nothing 
herein contained shall be deemed to constitute an admis- 
sion of the existence, validity or right to allowance of any 
such claim. 


The terms ‘‘national’’ and ‘‘desigmated enemy country’ 
as used hercin shall have the meanings prescribed in See- 
tion 10 of Executive Order No. 9095, as amended, 


Executed at Washington, D. C. on September 10, 1943. 


Leo T. CrowLey 
Alien Property Custodian 


(Official Seal) 
(Iegible) 


Pavtine W. Burke 


[F. R. Doe. 43-15858 ; Filed, September 29, 1943; 
11:22 a. m.] 


[8 Fed. Reg. 13321 (September 30, 1943) ] 


Exhibit D, Attached to Affidavit of Arthur R. Schor. 


Sturm & Brockmann v. Gesr. Freunporrer G.M.B.H. 
PHOTOCHEMISCHE WERKE 
MuNCHEN, DEN 
Steiner-Str. 11 


June Ist, 1934. 


Philip Lochman & Co. 
120 N. La Salle Street 
Chicago (111) 


Dear Mr. Lochman: 


We just received vour letter of May 18th with enclosed 
draft for RM. 2700.—Thanks! 

Our Mr. Roman Freundorfer is on a vacation in Breit- 
brunn at present. We called him up, and told him that 
you are experiencing trouble with the Gusses but he could 
not understand how this could happen, and told us that 
you had the exact formulas, and that you made the Gusses 
while he was in Chicago, and everything worked all right. 

We kept the Gusses for over one year in the dark room 
and could not notice the slightest change. 

Roman wrote that he heeds the Cas—solution with the 
destilled water and after cooling off to about 70° Celsius 
he adds the alcohol to it. 

The aleohol should not be added cold but should be 
warmed to about 50° Celsius. Jf the alcohol is cold it may 
precipitate the casein. But even if this would be the case 
we do not think that the Gusses would change in a few days. 

Roman writes that he is going to New York on the 
10th of June, and we expect him here in July. 


Jf he is here he can see every thing again. 


Js your alcohol and the destilled water chemical pure? 


(6) 
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We hope that you will overcome the trouble very soon 
and remain with best regards. 


Yours very truly 


Sirus & BruckMaxy 
UND 
Grepr. Freunporrer G.M.B.H. 
Th. Freundorter 


P.S. The spec. gravity of the amonia must be 0.910. 
Mr. Bexsamin 
Sup. 7920 


60 grams to 3000 
1200 water 
1800 alcohol 
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Situs & BruckmMann v. Gesr. Frecxvorrer G.M.B.H. 
PHOTOCHEMISCHE WERKE 
MUNCHEN, DEN 
Steiner-Str. 11 


June 5th, 193 


Philip Lochman & Co. 
120 N. La Salle Street 
Chicago (II) 


Dear Philip: 
Coming back from Breitbrunn J found your and Romans 
letter telling us that you had trouble with the Gusses. 


J can’t see any reason why you should have difficulties 
as you have the same material as we have. 
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Jt seems to me, that you make a mistake in mixing up 
the sensitizers and that you don’t work exact according 
to our formula. The proportion of silver and dye is very 
important and you have to watch out not to loose any dye 
while washing and redissolving the same, because this 
would cause an excess of silver and consequently the Guss 
will work foggy. 

Jf the cod does not effect the speed of the Rotguss, it 
shows that there is something wrong either you took 
more Auto sensitizer as the formula calls for, ore the pro- 
portion of silver and dye was not correct. 

You remember, when J was in Chicago we made 3 quarts 
of new Rotguss out of 1 quart of old Rotguss, becanse the 
new guss calls for only 14 of Auto Sensitizer, and the less 
amount of Eosin of Silver is replaced through the cod. 

Jn the meantime J have made experiments to find a 
substitute for cod and J am going to show Roman the new 
method when he comes to Munchen. 

J have never experienced that the Cas Solution ore the 
the Gusses change in time. 

When making the Mono Sensitizer for Blue and Black 
be sure the dye is precipitated thoroughly before washing 
because Mono calls for more acid as the Dijod. 


When Roman comes to Munchen J am going to talke 
this problem over with him thoroughly, so there won’t be 
any doubt about it in the future. 


J still think the only reason you have trouble is that 
you don’t follow our formula exactly. 


J am very glad to hear that the cold top business is go- 
ing good and we can not complain cither. 


With best regards from all to all. 
Yours very truly, 


R. FREUNDORFER 
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June 19, 1934 


Mr. Roman Freundorfer 
Sillib-Bruchmann 
Steinerstrasse #11 
Munich, Germany. 


Dear Roman: 

Received your letter of the 5th, and was very glad to 
get your version on our trouble. Roman has made all 
the sensitizers and Gusses since you left, and with the 
same materials some batches were good and others not 
good. 

The Auto sensitizer he made was somewhat darker red 
in color and I called his attention to this, still I could not 
believe this was the trouble as this sensitizer worked 
wonderful in the sensitized emulsion. 

We have tried and tested all other materials, even tried 
American Casin. With the Blauguss and Schwarzguss 
we don’t have so much trouble, if the test is good it stavs 
good, but with the Rotguss the test is always wonderfull, 
but a second test made ten days later shows that it has 
spoiled. 

I thought it to be rather funny when I tested the Rotguss 
before Cod. was added that I found no difference in speed. 

I am going to stay down town tomorrow night and make 
some silver solution and wash and precipitate dyes and I 
will see how mine turns out. 

Would appreciate a copy of you Auto Sensitizer formula, 
to check with what we have, as perhaps something i is wrong 
and I am convinced that the trouble lies in an excess of 
Silver. 

Roman has made 6 demonstrations so far while on the 
way to New York and reports that all were very successful. 


Best Regards to all, 
Sold 150 gallons of Cold Top so far this month. 


Exhibit G, Attached to Affidavit of Arthur R. Schor. 


Feb. 17, 1936 


Mr. Roman Freundorfer 
Sillib-Bruchmann 
Steinerstrasse, #11 
Munich, Germany. 


Dear Roman and Theo: 


I am enclosing a comprehensive report sent to me by 
Mr. Stewart of the Senefelder Co. They seem to find 
Lithographers using Uvachrom Continuous tone emulsion, 
and while Roman has made many demonstrations with 
Non-Sola in the East, they are not selling any. 


We received in our last shipment 20 qts. of the old Con- 
tinuous tone emulsion. JT would like to have the formula 
for Sensitizer H, which is Panchromatie and can be used 
for all colors, or is it better to use Auto for the yellow 
and red. I am keeping this until Roman goes to New York 
in spring and we will find out if this is what they want. 


Senefelder is very anxious to get some of the dot etch 
laquer, so you had better send us about 6-10 liter cans. We 
are enclosing an order calling for payment in Aski-Mark 
and we will see what it costs. T was in great hope of mak- 
ing it here, as duty and shipping cost will make it rather 
expensive, and we must give Senefelder 20% on what they 
sell. This Agent business is alright on what we manufac- 
ture, but it leaves us very little on what we import. 


If possible send the laquer by Parcel Post as this is 
always the cheapest. 


Roman is also writing to night, so I will close with Best 


Regards, 


Very truly yours, 
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CABLEGRAM 


SEND 100 LITER RASTER TROCKEN PASTA BY 
PARCEL POST. ALSO SEND FORMULA FOR NEW 
PRESERVATIVE FOR AUTO SENSITIZER. 


Exhibit I, Attached to Affidavit of Arthur R. Schor. 
November 7, 1936. 


Sillib & Bruckmann Und Gebr. Freundorfer 
Steinerstrasse #11, 
Munich, Germany 


Dear Roman & Theo: 


We received your letter in English and Roman received 
your German letters. Many thanks for same. 


We note that you have received the bottle of Sensitizer 
that we sent. Tt seems according to the note that Roman 
received in his last letter from home that you have not 
received our letter that we wrote regarding this sensitizer, 


This Sensitizer was made last February with a substi- 
tute for Glycerine. In other words this Sensitizer contains 
absolutely no Glycerine. We found in the hot days last 
summer that this Sensitizer was the only one that would 
work clear and it seemed that the longer the plate stood 
the clearer they worked, 


We are now waiting for the New Sensitizer with the new 
preservative and have noted the changes in the formulas. 
We have glycerine mixtures set and waiting for purifica- 
tion and filtering when they arrive, If the Glycerine ean 
be purified then I believe all of our Sensitizer troubles 
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are over. At present we have a very fine batch of glycerine 
and our Sensitizers our working beautifully. 


Regarding the lump shellac for Cold Top, we haven’t 
come to this yet and we must first install the necessary 
machinery for breaking and grinding. 


We are having a considerable amount of trouble with 
the shaking machine. So far it has not worked satisfac- 
torily. Since Roman returned he suggests that it does not 
run fast enough and we are, therefore, changing our pulley 
arrangements to get more speed. 


We also wrote you several months ago regarding what 
speed this machine should go. If we would have had 
an answer with this information it would have saved us 
all of the trouble and expense of experimenting with differ- 
ent speed motors and pulleys. However, I presume that 
you haven’t received this letter cither. 

We received your invoice of October 22nd, and we note 
that vou are only sending 200 bottles of Dry Plate Emul- 
sion and 100 Regular Emulsion. We are also aware ac- 
cording to Theodore’s letter that the Auto Sensitizer in 
this shipment is of the old type. 


On August 26th Jim wrote and requested that approxi- 
mately 1000 quarts of Dry and 400 Regular Emulsion be 
sent before January Ist, or in other words before the 
winter sets in and the shipments start coming in irregular. 

We have experienced this in the past two winters that 
sailing schedules are reduced and deliveries are slower, 
therefore, we wrote you on August 26th requesting for 
1000 Dry Plate and 400 Regular Emulsion, and we note 
that there is a small shipment on the way. 


I believe from now on that we will send signed orders 
for all materials which we want you to send us. We are, 
therefore, enclosing an order for three dozen sets of two 
inch filters, which we are very urgently in need of. 
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We also wrote you last week that we were in a great 
hurry for 12 sets of the large filters. We are adding this 
to this order. We will also include two orders for Emul- 
sion, one dated November and one December. 


Please inquire at the steamship office when the sailings 
will be of the freight boats that take Collodion Emulsion. 
After you find out what the sailing schedules are we must 
leave a great deal of this to your judgment. 


We would rather have 500 quarts on the shelf than ex- 
perience what we have in the past two years where we 
had to mix different kinds of Emulsion together and do 
various things to be able to supply our customers. 


With personal regards to all. 
Yours very truly, 


Puiu Locuman & Co. 
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Situs & Bruckmayn & Gesr. FREUNDORFER 
PHOTOCHEMISCHE WERKE 
R. Fr./Bu. 


Muncuen 25 
Steinerstrasse Nr. 11 


September 18th, 1937. 


Firma 

Philip Lochman & Co. 
2323, Wolfram Strect 
Chicago (J11.) 

U.S.A. 


Dear Philip: 

J hope you and Mrs. Lochman have arrived safely in 
Chicago by the time you will get this letter. 

J also hope you had a pleasant trip across the ocean 
and you did not get seasick. 


J am sure you don’t regret the excursion to Germany 
and J feel sure it was not the last time. 


To-day we sent a few bottles with the new sensitizers 
per parcel post. The reason J waited so long was, because 
J made a few more tests just to be sure everything is o. k. 

We also sent a package with the few things vou wanted 
us to send to you without charge. 

We also received the new order for 400 dry plate—200 
regular Emulsion and 40 qts. sensitizer new type. We 
are going to send 10 qts. for blue and black and 30 qts. for 
red. 20 qts. we are going to send with parcel post and 20 
qts. with the emulsion shipment. 

We also received the Neg.-o.-lack. Our experience so far 
is, that it don’t strip so good on the dry plate emulsion, 
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especially when gelatine substratum has been used, we 
had to use Hydrofluoric—acid to get the film off. 


We are going to continue our experiments and let you 
know the results. 


We have decided to send the emulsion in small bottles 
to avoid the hardening of the sediment and we are sure 
you have no troubles any more. 


Just to be sure J send you the formula for etching the 
negatives coated with dot etch laquer: 


Exhibit K, Attached to Affidavit of Arthur R. Schor. 


March 8, 1938 


Sillib & Bruckmann Und Gebr. Freundorfer 
Steinerstrasse #11 
Munich, Germany 


Dear Roman & Theo: 


Enclosed find our statement for our December 11th, and 
January 13th invoices, amounting to RM 16992. We are 
asking the Reichs-Kredit-Gesellschaft to make payment on 
these two invoices. 

We also received your letter the other day with new 
Developer formula which we are going to try in the next 
few days. We now have our camera on Wolfram Street 
and have made several experiments on the enlarging of 
Kodachrome negatives. I will send you a picture in the 
next few days of the arrangement we have, whereby we 
use a projector instead of enlarging direct. We find this 
works very fine, also very fast, as our longest exposure 
is not more than one minute and 30 seconds with a 500 watt 
bulb in the projector. 
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Enclosed also find an order for Dry Plate Emulsion 
and Sensitizers. We have plenty of Regular Emulsion 
on hand, and the call for it is getting smaller all the time. 
According to our files you still have another order on hand 
which is dated sometime in January. Of course, you 
understand we do not want more than one order shipped 
in any one month, so we are trying to keep one order 
ahead of you. 


With kindest personal regards to all. 
Very truly yours, 


Puiuie LocuMan & Co. 
PL:JC 
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August 8, 1939 


Sillib & Bruckmann Und Gebr Freundorfer 
Steinerstrasse #11 
Munich, Germany 


Dear Roman & Theo: 


Enclosed please find another order for filters. We have 
received the invoice for the filters sometime ago but have 
not received the filters as yet. However, when they do 
come we have orders for a good part of them, so we 
would like to have another 50 sets so that we will not 
run out of them again. 


Regarding the Auto Sensitizer for blue and black that 
we have on hand, number 162 and 166 I understand must 
be diluted with three times the quantity of Monobrom. 
Then I believe that this is not necessary with the numbers 
over 172. We have looked all through our files for definite 
instructions as to how they are to be used up and we 
have come to the conclusion that you must have written 
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these instructions direct to Roman, Jr. I, therefore, must 
ask you to give us some definite instructions as how we 
are to use the numbers under 172 and those over 172. 


Another very interesting thing is called to our atten- 
tion and that is that the Rotguss, or over flow solution 
as Hammond calls it, seems to be more sensitive to green 
than our two part Rotguss. We have been shown this 
by a few people on actual test made on color charts. I 
am wondering if possible to use a little more dye, or 
whatever you would suggest to get a greater green sensi- 
tivity. 


Mr. Hammond, who you met at the convention in Chi- 
cago 1933, died from a heart attack about three wecks 
ago, and we are in doubt as to whether his assistant will 
be able to carry on as successfully as he did. Shortly 
before his death he succeeded in taking about three cus- 
tomers away from us in New York City, on account of 
the war scare and the Jewish question. On top of this he 
is selling the Emulsion for $8.00 a quart where we are 
charging $10.00. It would, of course, be impossible for 
us to mect this competition particularly since a 25% duty 
has been added to our Emulsion cost. 


Our Mr. Waterloo tells me that the gave Roman a 
bottle of solution that Hammond sells for making contact 
positives. I am wondering if you have tried it or find that 
it is any different that we tried for regeneration. 

Roman, Jr. sailed 31 days ago. Tell him I said that 
I didn’t think it would hurt if he wrote us a letter and 
tell us something about how he found things. 


With kindest personal regards to everybody. 
Very truly yours, 


Pump Locuman & Co. 
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Suu & BruckMann & Gear. FREUNDORFER 
PHOTOCHEMISCHE WERKE 
R. Fr./Bu. Muncuen 25 
Steinerstrasse Nr. 11 


August 24th, 1939. 
Philip Lochman & Co. 
2323, Wolfram Street 
Chicago (J11.) 
U.S.A. 


Dear Philip: 

From your letter of August Sth we can see that the 
mixing of the Blue and Black gusses is not quite clear to 
you. 

Jn our letter July 5th 1938 we gave you the instructions 
how to mix the Blue and Black gusses. 

J have spoken with Roman jun. about it, and everything 


is allright; the only mistake you made was, that you put 
Cas. in it. Jf you leave the Cas and the alkali out, every- 
thing is O.K. 

With the new numbers 173 and 176 of Auto sensitizer 
for Blue and Black no mixing is necessary any more; all 
you have to do is to use the same amount of Glycerine, 
water, ammonia and alcohol as you do for the Rotguss 
and put the right amount of Pi and Pi Blue in it. 

J give you the exact formula of the three gusses on a 
separate sheet, and J hope there will be no doubt any more 
for the future. 

We have also received the order for 50 sets of filters, 
we are going to mail them as soon as possible. 

We would advise you to use the new numbers for Blue 
and Black gusses now; Roman ean take care of the mix- 
ing with the old numbers when he comes hack. 

With best regards 

yours very truly 
Situ & BruckMANNn 
UND 
Gesr. FREUNDORFER 
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April 2, 1934 


Mr. Roman & Theodor Freundorfer 
Sillib-Bruckman & Gebr, Freundorfer 
Steinerstrasse #11 

Munich, Germany. 


Sehr Geehrte Herren: 


Roman wrote last week and enclosed check for RM. 2702 
for the September Invoice, we trust that you have received 
it. 


Emulsion Pasta arrived last week, but we are still wait- 
ing for the Councelor Invoice. We had to pay an addi- 
tional $10.00 fine because we did not have the Invoice. 


We Cabled for 30 Liter Anti-Sola Pasta but only received 
15, We received your letter regarding the investigation 
of the Dept. of Commerce or Treasury Dept. This emul- 
sion we have cleared at the higher rate, as we were in need 
of it. Last month we sold 247 bottles of emulsion and 
could have sold more Anti-Sola if we had it, one order we 
could not fill. 


You can send us 125 bottles each of Raster and Raster 
Trocken dissolved, also 50 Quarts Anti-Sola in Pasta. 
Send the Pasta Parcel Post as this will come quicker by 
mail. This is a confirmation of a Cable which I will send 
tomorrow. Also send Special Orange Filters. 


We have done a good months business in march, and 
you will be amused when you read over the duplicate in- 
voices. we were very busy this month and the Cold Top 
sales have increased to 146 gallons and 1 quart, which we 
will figure as 585 Liters. 


Our Book-keeper wants you to send us a Statement of 
our account every 3 months. I figure that we owe on Roy- 
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alty for the first 3 months RM. 764.97, this is after deduct- 
ing the German material on hand January Ist, otherwise 
it would be more. 


You may check over the invoices, and the copy of our 
inventory that I sent Jan. lst and if you find it correct 
add it to our Statement. 


We sold $3500 worth this month so we will be able to 
pay some more bills before the month is over. 


Exhibit P, Attached to Affidavit of Arthur R. Schor. 


April 15, 1935 
Mr. Roman Freundorfer 
Sillib & Bruckmann 
Steinerstrasse #11, 
Munich, Germany. 


Dear Roman: 


Things have been happening so fast and we have been 
so busy that I did not have time to write to you, but I 
believe you have had some idea from Romans letters. 


We have been forced into a very strange situation on 
account of a fire inspector catching us, dissolving emul- 
sion at 120 N. La Salle Street. It was a life saver to get 
the 200 qts. Pasta, as the boat that brings the January 25, 
and March 12 shipments is not in New York as yet, but 
is due to arrive tomorrow according to last report. 


Well after they caught us the insurance rates on the 
entire building and everyones property in the building 
were raised 50% and we were politely informed that they 
wanted us out of the building, so that they could get the 
insurance rate reduced to what it formerly was. 
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We then started to look for new quarters, and I got 
a list of small buildings from a Real Estate concern that 
were for rent and for sale, and after looking for 2 weeks 
we found something very good for our purpose and we 
can buy it for almost the same money that we can rent it 
for. We then decided to buy and we run into some more 
trouble as the man we were to buy from had not regained 
possession of the building and things did not go as smooth 
as he expected and it looks as though he will have a court 
fight on his hands before he regains title to the property. 
We have no choice, we must move and the time is getting 
short so we have decided to rent one half of they building 
from the present owner and he has agreed to rent from 
us when we get possession of the building. There are 
still a few small details to take care of, and if everything 
goes right our New Address after May Ist, will be 2393 
Wolfram Street. 


This building is 50 x 100 ft. with a fireproof room 20 x 
25 on the back. The lot is 75 x 195. The building is all 
of brick and all window frames are steel. The fireproof 
room is also of brick the floor and ceiling are concrete, it 
is built with breathers near the floor, these are opening 
near the floor that leave in fresh air and has 2 ventilators 


on the roof. 


The price of $12,500 is very cheap for this building, it 
cost twice that much to build it. It is also equipped with 
a heating plant that is automatic, it burns oil and is regu- 
lated from thermostat in the office. This may cause us 
some hardship for a while, but I have decided rather than 
spend my money to go to Kurope that I would put it 
into the building. 


Then also we have just started the other Collodion 
business and I feel as though I should personally watch 
this for a while and we will decide after the first year 
if this is profitable or not. 
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We are very pleased with our business otherwise and I 
will give you a few figures on our sales for 1934/35 


1934 1935 


January 1569.00 — 3446.67 
Feb. 1844.50 — 3247.54 
March 3761.65 — 4177.28 


Well I think our staying home will give Roman a chance 
to visit you and we will hope for the best next year. 


While our sales have gone up, our expenses have also 
gone up, Roman and Jim each get $30.00 a week now in- 
stead of $25.00 and we have a boy that we pay 15.00 a 
week to. Living expenses have gone up considerable since 
you were here and I think good times will be with us 
soon. 


We have made no further payments on Royalty because 
I thought I could bring that along with me as Roman did 
last year, but I guess Roman will bring it again this year. 
Your letter to Roman says April shipment will have 
new Auto sensitizer, to which we will add 15 Liters glye- 
erine and alcohol. Please let us know how much will be 


glycerine and how much will be alcohol. Best Regards to 
all. 


Very truly yours, 


Pui LocuHMay. 


91 


Exhibit Q, Attached to Affidavit of Arthur R. Schor. 


Gebr. Freundorfer April 7, 1936 
Sillib-Bruckmann 

Steinerstrasse #11, 

Munich, Germany 


Dear Roman & Theo: 

Isnclosed please find our order for filters, and our April 
order for emulsion. You will notice that we have omitted 
Regular emulsion again, but we have quite a large supply 
on hand, and our sale on regular emulsion is getting 
smaller right along. 

We are anxiously waiting for the gun cotton, and dot 
etch lacquer. We have tried to make contact positives 
with plates coated with raw emulsion, washed and coated 
with the dot etch lacquer, but with no success. We found 
these plates very unsensitive and foggy. 

We have a bad experience with dissolving the pasta 
emulsion, Our ether and alcohol test perfect and the emul- 
sion works perfectly clear, but is very unsensitive. With 
Rotguss the exposure is 4 minute without filter, with the 
German dissolved emulsion the exposure is 30 seconds. We 
have dissolved one batch after another, and the result is 
always the same. Can this be caused by the powder dry- 
ing out too much? I don’t think this is the case, as the 
emulsion dissolves very nice, in fact faster than any we 
have had before. What do you think is wrong? 

We are very happy to have our bills paid and all we owe 
now is the Royalty and the $3000 mortgage we have on 
the factory. The money we have saved by Aski-Mark pay- 
ment has made this possible, although I have loaned money 
from the bank 3 different times, and I sold a bond and 
some stock another time, but it is all paid back now. 

I am also enclosing our figures for Royalty account for 
the First Quarter of 1936. Please check and let us know. 


Very truly yours, 


Best regards to all, Jim is back to work again this week 
and the rest are all in good health. 
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Sm & BruckmMann v. Gesr. Freunporrer G.M.B.H. 
PHOTOCHEMISCHE WERKE 
MuNCHEN, DEN 
Steiner-Str. 11 


March 18th, 1937. 


Philip Lochman & Co. 
2323, Wolfram Street 
Chicago 
Dear Philip: 


We received your letters of March 2nd and March 4th, 


and note that you have instructed Schering-Kahlbaum to 
pay us the amount of RM. 87.88. 


The statement on royalty agrees with our bookings. 


Please let us know how much material you used for 
demonstration; we will give you credit for it. 


The consular invoice for emulsion shipment of 25th of 
July must be in your hands now. 


With best regards. 
Yours very truly, 
Smuw & Brockmann 


UND 
Gesr. FreunporFer G.M.B.H. 
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April 24, 1937 


Sillib & Bruckmann Und Gebr. Freundorfer 
Steinerstrasse #11 
Munich, Germany 


Dear Roman & Theo: 


Received your letters of April 7th and Sth, with state- 
ments of royalty account and merchandise account, Our 
merchandise account cheeks O. K. Also the royalty for 
January is O. K. This cheeks perfect with ours. However, 
the February royalty is not correct, We imagine that 
through the amount of material that was used for dem- 

onstration purposes in New York City that some of these 
also have been charged in your royalty figures. 


We are sending you a copy of our figures which are 
absolutely correct as taken from our ledger. 


We are making a complete check on demonstration ma- 
terial, and will inform you of this in our next letter. 


Very truly yours, 


Puinie Locuman & Co. 
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February 1, 1938 


Sillib & Bruckmann Und Gebr. Freundorfer 
Steinerstrasse #11 
Munich, Germany 


Dear Roman & Theo & Roman, Jr.: 


Enclosed please find copy of letter we received from 
Herman Baumler of the Powers Reproduction Company, 
who made tests with your Sensitizer samples that Roman 
left while in New York. 


I find everything just as he says myself and there are two 
things that seem to worry us a little bit. First, why does 
this Blauguss Sensitizer work slower than the one part 
Sensitizer which we are still making. Second, we find 
everyone we have given the two part Sensitizer to has 
run into the pinhole trouble. Mr. Baumler is. still not 
satisfied that the Schwarzguss is as good as the original 
Schwarzguss we had in 1933. However, I am not in ac- 
cordance with his belief. 


I wish you would analyze this letter and let Roman, Jr. 
answer Mr, Baumler personally from Germany. T also 
want him to go and see Baumler and talk to him when he 
gets back to New York, but I think the letter from Ger- 
many would please him and keep him happy as he is a 
very good customer. 


I hope that by the time this letter reaches vou, you have 
sent us our statement on rovalty account as per January 
1, 1938. 


With best regards to everybody. 
Very truly yours, 


Puiuip Locuman & Co. 
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Exhibit U, Attached to Affidavit of Arthur R. Schor. 


Situs & BruckMann & Gepr. FrevNpoRFER 
PHOTOCHEMISCHE WERKE 
Th.Fr./Bu. 

Muncuen 25 
Steinerstrasse Nr. 11 


Febr. 26th, 1938. 


Philip Lochman & Co. 
2323, Wolfram Street 
Chicago (J11.) 

U.S.A. 


Dear Philip: 


We beg to confirm your letter of Jan. 29th and payment 
from the Reichskreditgesellschaft RM. 5950.45. Thanks! 


Enclosed please find copy of a letter written by Machler 
and our answer for your information. 


We are sorry to hear that your book-keeper G, Fort died. 
Mr. Bruckmann will make different shades of green filters 
so you can select what you want. 


The royalty statement has been sent to you, 


With your copies of invoices you don’t send the copies of 
invoices for the emulsion sold to the Senefelder Co, Jt 
would be of interest to us if you would mention these sales. 


Hoping every thing is o.k. in the Lochman Co. we remain 
yours very truly 
Smur & BruckmMann 


UND 
Gesr. FREUNDORFER 


Enclosure. 
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Motion for Summary Judgment, Filed March 6, 1961. 


PLEASE TAKE NOTICE that upon all of the proceedings 
had heretofore herein and upon the affidavits of Harry 
Price, verified January 9, 1961 and February 24, 1961 
and February 28, 1961, and upon the affidavit of Frank 
Hatzl, verified January 18, 1961 and the affidavit of John 
Grahamer, verified Feb. 10, 1961, Plaintiff Philip Lochman 
and Company will move this court pursuant to Rule 56 
of the Federal Rules of Civil Procedure for an order 
entering a partial summary judgment granting the follow- 
ing relief: 


1) striking and dismissing the defense based upon 
section 9(a) of the Trading with the Enemy Act, as 
amended, (40 Stat. 411, 50 U.S.C. Appendix $1, et 
seq.), and an alleged failure of Plaintiff Corpora- 
tion to institute suit prior to April 30, 1949, Section 
33 of the Trading with the Enemy Act, upon the 
ground that this matter is against the law of the 
case as determined by a Judge of this Court, sitting 
at motion term, namely the Honorable Alexander 
Holtzoff, which motion was decided by Judge Holtzoff 
on September 30, 1959; 


2) awarding a partial summary judgment holding 
that the agreements of October 14, 1933 and March 
26, 1934 are no longer in force and effect and are 
void and invalid and are hereby rescinded as of the 
date of expiration of Patent No. 1,552,428, namely 
September 8, 1942, in view of failure and lack of 
consideration and in view of the fact that the alleged 
formulas were at no time secret and have not been 
and are not now secret; 


3) referring this case to a special master for assess- 
ment of damages resulting from breach of agreements 
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above referred to and for recovery of monies unlaw- 
fully extracted by the Defendants in this action from 
the Plaintiff without basis in Jaw and fact and in 
violation of good dealing and equity between the 
parties; 


4) declaring that upon the pleadings, admissions 
and uncontroverted facts, Plaintiff Corporation is not 
under a duty and never has been under a duty to 
pay royalties to the Attorney General of the United 
States in accordance with Vesting Order No. 2181 
(8 F. R. 13321, dated September 30, 1943). 


It is hereby certified that this relief has never been 
previously requested and that this motion for summary 
judgment is believed to be in good faith and should be 
granted to achieve justice and in accordance with the 
dictates of justice and equity. 

This motion is based upon: 


(a) The complaint filed on or about June 29, 1959 
and the alleged contracts attached thereto. 


(b) The affidavits above specifieally set forth, 


(c) The depositions of Floyd C. Holmes and Sidney 
Gross taken on or about January 31, 1961 and 
filed in this court. 


(d) The admissions requested of Defendants filed on 
or about March 6, 1961; 


(e) The request for answers to interrogatories, filed 
on or about March 6, 1961. 


It is hereby certified that two copies of this document 
has been served by mail concurrently herewith upon Arthur 
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Motion for Summary Judgment, Filed March 6, 1961. 


R. Schor, Esq., Department of Justice, Office of Alien 
Property, 101 Indiana Avenue, N. W., Washington, D. C., 
attorney for Defendants. 


Harry Price, 
Attorney for 
Philip Lochman and Company, 
Suite 2618 Graybar Bldg., 
420 Lexington Ave., 
New York 17, New York. 


Washington, D.C., 
March 6, 1961. 


Rosert I. Dennison, Esq., 
834 Munsey Bldg., 
Washington, D. C., 
Attorney for 
Philip Lochman and Company. 


Rozert S. Ratner, Esq., 
120 Broadway, 
New York, N. Y., 
Of Counsel for 
Philip Lochman and Company. 


To: 


Artuur R. Scuor, Esq., 
Department of Justice, 
Office of Alien Property, 
101 Indiana Avenue, N. W., 
Washington, D. C. 
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Affidavit of John Grahamer, Jr., Filed March 6, 1961. 


Srate or New Jersey ) 
(883 


County or Busaru 


Joun Granamer, Jr, being duly sworn, deposes and 
says: 


He is a resident of 10 East Walnut Street, Teaneck, 
New Jersey, and is President of Teaneck Chemical Corp., 
197 Washington Avenue, Carlstadt, New Jersey, which is 
in the business of selling Cold Top Enamel and other re- 
lated products. 

In connection with the manufacture and sale of Cold 
Top Enamel, this product is a standard product upon the 
market and is sold by numerous firms including Philip 
Lochman and Company, 2405 West Oakton, Evanston, 
Hlinois; Chemco Photoproducts Co., Ine., Charles Street, 
Glen Cove, Long Island, New York; Bridgeport Engravers 
Supply Company, 525 West 33rd Street, New York, New 
York; Howard Pitman, Secaucus, New Jersey: General 
Plate Makers Supply Co., 5441 N. Kedze, Chicago: Radiant 
Products & Supply Co., 4454 Bronx Boulevard, Bronx, 
New York; Gardner Company, 64 West 48th Street, New 
York, New York; A. Hess Co., Ine. 264 West 40th Street. 
New York, and Kinpire Laboratories, Closter, New Jersey, 
among others. 

Deponent has been in this field since World War IL and 
prior thereto, and is fully familiar with the manufacture 
and composition of Cold Top Enamel, and to the best of his 
knowledge, information and belief there is no. secret 
process or composition connected therewith but that it is 
a standard chemical product sold under the distinctive 
name, Cold Top Enamel, which is not a trademark or a 
trade name, and this condition of affairs has continued at 
least since World War IT. 

Many formulations including one for Cold Top Enamel 
were disclosed to Deponent’s company by one Lorenz 
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Affidavit of John Grahamer, Jr., Filed March 6, 1961. 


Bruckmann, and Bruckmann informed Deponent’s com- 
pany of the formualtion of Cold Top Enamel put out by 
Freundorfer Company in Germany and, in return for these 
disclosures, he received stock in the company. However, 
it might be noted that even though there was a disclosure 
of the formulation of Cold Top Enamel for which said 
Bruckmann received stock, such formula merely confirmed 
the knowledge already possessed by the Deponent and his 
company as to the composition of Cold Top Enamel, which 
already was known and presently is widely known and 
utilized in the United States. At no time did Deponent 
or his company receive any disclosure from any officer, 
employee or representative of Philip Lochman and Com- 
pany and certainly not from Philip Lochman himself, who 
was formely President, and who is now deceased. 

Generally, the Cold Top Enamel process consists of 
using a purified shellac which is finely divided and which 
is dissolved up in aqueous solution with ammonia, followed 
by addition of ammonium bichromate, which is a standard 
procedure used by many companies in the field. This 
formulation, to the best of my knowledge, information and 
belief, appears in printed publications including Mertle 
Treatise, and has not been a secret. 


JOHN GRAHAMER 


Sworn and subscribed to before me this 10 day of Feb- 
uary, 1961. 


(Ilegible) 
Notary Publi¢ 


(Affix Stamp and Seal) 
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Affidavit of Frank Hatzl, Filed March 6, 1961. 


STATE OF ILLinors ) 
38.3 


: s: 
County or Cook ps 


Frank Haran, being duly sworn, deposes and says that 
he is a resident of 5037 Dobson Ave., Skokie, Illinois and 
that he has been with the plaintiff for the past nine years 
and is presently Executive Vice President and has been 
since 1957. During the period of 1951 to 1957 he was 
Technical Sales Representative and has been and is 
familiar with the formulation and manufacture of Cold 
Top Enamel as manufactured and sold by his Company, 
and as a result of his familiarity with former executives 
and the files of the Company he also is generally familiar 
with the procedures in respect to this product prior to 
1951 and as to anything set forth before 1951 this affidavit 
is upon information and belief and subsequent to 1951 this 
affidavit is made upon deponent’s knowledge acquired by 
working for the Corporation. 

The present President of the Company is Mrs. Philip 
Lochman and she is the widow of the founder of the Coin- 
pany, who died in July 1957, and who was most directly 
concerned with the subject matter involved in this litiga- 
tion and who directly participated in the negotiation of 
the contract or agreements referred to in the complaint, 
dated October 14, 1933 and March 26, 1934. 

The process of making Cold Top Enamel by plaintiff 
is the only subject matter of these agreements which is 
of present importance and is substantially identical with 
the process set forth in the Patent No. 1,552,428. During 
the 27 vears from 1933, when this process was first in- 
troduced by plaintiff in this country, to date, there have 
been repeated changes in methods, productions, techniques, 
apparatus and raw materials and these modifications that 
are not set forth in detail in said patent and which are 
now produced in the plant of the plaintiff are primarily 
those that were devised by the plaintiff, itself, in this 
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country due to varying climatic conditions, varying chemi- 
cals, and requirements for a longer shelf-life. The most 
important feature of the present procedure is to obtain as 
pure a shellac as possible and this has been accomplished 
by insisting on a grade of shellac having less than 0.1% 
of wax or by purifying the shellac by solution and re- 
precipitation or by both procedures. 

This purification of the shellae and obtaining purer 
materials involved in quality control procedures employed 
by plaintiff is apparent from the Cold Top process itself 
and the essential feature of the plaintiff's Cold Top 
Enamel involving long shelf life is the result of the quality 
control involving great care in the purity of the shellac, 
water and chemicals utilized, careful control of the 
temperature and use of vessels and apparatus which will 
not under any conditions cause metal or other contamina- 
tion of the Cold Top Enamel. Basically the same propor- 
tions of shellac, ammonium bichromate, ammonia and water 
are utilized as set forth in patent 1,552,428 and these pro- 
portions are subject to variation but not to great change 
because of the chemical constants and equations involved. 

essentially the process that was brought over to this 
country from Germany in 1933 was the process set forth 
in the patent and there has been and is no secreey in con- 
nection therewith and certainly there has not been any 
such secrecy during the time deponent has been connected 
with the plaintiff. Actually, the only secret process anid 
technique and ‘**know-how’’ which is not common know]- 
edge has been developed in this country since 1933 and 
since World War II. This technique and *tknow-how”* 
has been developed in accordance with the higher standards 
required by American manufacturing techniques and par- 
ticularly because of demand for higher quality control 
which has become an essential requirement in American 
industry, particularly since World War IT. 

Whereas in 1933, as set forth in the patent, the varnish 
had a shelf life of 3 to 4 weeks, the present shelf life has 
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heen increased up to 6 months and this enhanced shelf life 
constitutes a great advance in the product. The important 
features and techniques of manufacture which are not 
widely known and which constitute the only possible secrecy 
are the following developments: 


(1) the use of stainless stecl vessels to eliminate 
metal contamination; 


(2) the use of activated charcoal to filter the water 
for mixing and washing purposes; 


(3) maintenance of coal water temperatures of about 
60°F; 


(4+) aging and storage of the solutions of shellac for 
2 to + week periods; 


(5) use of multi-layer Alsop filters for filtration of 
the finished shellac solutions; 


(6) additional aging after filtration; 


(7) individual cardboard packaging of cach finished 
hottle to reduce light action and light contamination. 


These techniques when developed in this country were 
initially maintained in secrecy but now are no longer 
secret since numerous workmen and others have become 
acquainted with these techniques and have left the employ 
of the plaintiff and in some instances have gone with com- 
petitors. Furthermore, a careful examination of other 
competing Cold Top Enamels (some 10 to 15 other products 
heing upon the market) indicates that both the product 
Cold Top Enamel as well as the process of making the 
same have been and are common knowledge in this in- 
dustry. 
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The important secret, if any, which was developed in 
this country after introduction of the product, was high 
quality control involving the use of pure raw materials 
with careful control of temperature, acidity and reaction 
vessels. At all times the process has been changed in ac- 
cordance with the availability of new techniques and new 
apparatus and many changes have been made therein 
based upon the basic processes set forth in the patent. 

However, at the present time the basi¢ procedure in- 
volves no secrecy and is well known in the trade and to 
plaintiff’s competitors since they are manufacturing and 
selling substantially identical products. 

Since depondent’s connection with plaintiff Company, 
following World War II, there does not appear to be any 
secret process involved and there certainly is not presently 
involved any secret process which was derived from 
Germany. 

The basis and reason for Mr. Philip Lochman paying 
the royalties was in order to secure the benefit of the re- 
search and experimentation and development of new 
products which had been carried out by the German con- 
cern and since it has not been possible to pay anything to 
the German concern in connection with this provision of 
the contracts attached to the complaint since and during 
World War II, no new processes or products or develop- 
ments have been disclosed to plaintiff. As a result, plain- 
tiff is now being put to the expense of building up its own 
research and development staff and in hiring research 
chemists for this purpose and in going to this expense 
which would otherwise have been covered by the agrec- 
ments of October 14, 1933 and March 26, 1934. 

Furthermore, plaintiff had been given to understand 
by the Office of Alien Property that in case of a relinquish- 
ment of the agreements and a failure to pay royalties they 
would have to open their entire procedures to the public 
even though, as stated above, the ‘‘know-how’’ and 
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technique had heen practically and entirely developed in 
this country subsequent to 1933 and subsequent to World 
War II. It was because of this coercion and these threats 
that plaintiff continued to pay royalties up to the time that 
deponent became Executive Vice President and reviewed 
the entire situation as bearing upon the subject matter of 
this litigation. 

To summarize, there is no seeret process involved in the 
manufacture of Cold Top Enamel by plaintiff. 

Furthermore, there is no secret formulation used by 
plaintiff in the manufacture of Cold Top Enamel which 
was derived from Germany. The basie formula is not 
secret but is fully disclosed in expired patent 1,552,428, 

Since World War I, plaintiff has never heen given any 
disclosure or information nor first opportunity of import- 
ing into the United States any new products or improve- 
ments covered by paragraph 5 of the agreement of October 
14, 1933. 


Frank Harzu 


Subscribed and sworn to before me this 18 day of Jan- 
uary 1961. 


Notary Public 
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Statement of Material Facts as to Which There Is No 
Genuine Issue Pursuant to Local Rule 9, Filed 
March 6, 1961. 


(Nore: THIS REQUEST FOR ADMISSIONS UNDER RuLE 36 was 
NEITHER ADMITTED OR DENIED BY DEFENDANTS WITHIN 
TEN DAYS AND THEREFORE STANDS ADMITTED UNDER 
Rvte 36.) 


1. The formula of Cold-Top Enamel is not now and 
has not been since the early 1940’s a secret. 


2. The formulas of Rotguss, Blauguss and Schwarzguss 
are not now and have not been secret formulas. 


3. At the time of expiration of Patent 1,552,428, as of 
September 8, 1942, there has not been any secret formulas 
as to Cold-Top Enamel, Rotguss, Blauguss and Schwarz- 
guss which would give Plaintiff any protection. 


4. The agreements of October 14, 1933 and March 26, 
1934 have been breached and the contracts have been 
voided and set aside by failure of the First Party suc- 
ceeded by the Defendants herein to give Plaintiff the first 
opportunity of importing into, selling or manufacturing 
in the United States of America all new products or im- 
provements of old products of the First Party. 


5. First Party has violated the agreements of October 
14, 1933 and March 26, 1934 by permitting said formulas 
above referred to to become a matter of public information 
and by disclosing them to others. 


6. Nevertheless Defendants have extracted large sums 
of money from Plaintiff, claiming that they are royalties 
payable to the Attorney General of the United States in 
accordance with Vesting Order No. 2181 (8 F.R. 13321, 
dated September 30, 1943). 
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Statement of Material Facts as to Which There Is No 
Genuine Issue Pursuant to Local Rule 9, Filed March 
6, 1961. 


7. The law of the case as decided by Judge Tloltzoff 
is that this suit is not barred by failure to file a claim 
as required by section 9(a) of the Trading with the Enemy 
Act, as amended (40 Stat. 411, 50 U.S.C. Appendix §1, 
et seq.), and an alleged failure of Plaintiff Corporation 
to institute suit prior to April 30, 1949, Section 33 of the 
Trading with the Enemy Act. 


8S. Merely because the Government was able to extract 
money without basis in law and fact for a period of almost 
twenty years from Plaintiff does not give it a perpetual 
right to continue such improper activities. 


9. The relationship between the parties to the agree- 
ments prior to September 8, 1942 are not presently bind- 
ing on Plaintiff. 


10. The Government, at the trial of this action, will 
make no contention that the products referred to in the 
agreements are secret formulas. 


11. The terms ‘*Cold-Top Enamel”’, ‘ Rotguss’’, ‘* Blau- 
guss’’ and **Schwarzguss’’ are not trade names but are 
common descriptive terms describing products of well- 
known formulation presently upon the market. 


’ 


12. The relationships between the original contracting 
parties becaine null and void as of September 8, 1942 
and thereafter there was not an enforceable agreement 
or contract between them. 


13. Plaintiff has not been since September 8, 1942 and 
is not now exclusive sales agent for all products manu- 
factured by the German contracting parties. 
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Statement of Material Facts as to Which There Is No 
Genuine Issue Pursuant to Local Rule 9, Filed March 
6, 1961. 


14. The products set forth in the contracts or agree- 
ments have not been since September 8S, 1942 and are not 
now secret formulas. 


15. The product Cold-Top Enamel as presently put 
out by Plaintiff is a new product manufactured by a dif- 
ferent process than the original Cold-Top Enamel referred 
to in the agreements. 


16. The Defendants have put themselves in a position 
of successors to the German nationals who were contract- 
ing parties and can not now take the position that they 
are solely entitled to benefits under the contract and are 
not bound by any of the liabilities under the contract. 


17. The agreements and contracts of October 14, 1933 
and March 26, 1934 are presently null and void and not 
enforceable. 


18. Defendants are guilty of unjust enrichment at the 
exvense of the Plaintiff. 


19. The total amount or a substantial part of the roy- 
alties paid, amounting to Three Hundred and Thirty-five 
Thousand ($335,000.00) Dollars should be repaid to Plain- 
tiff. 


20. Plaintiff’s present Cold-Top Enamel is made by a 
different formulation and a different process than the 
Cold-Top Enamel referred to in the agreement of October 
14, 1933. 


In respect to the above statement of material facts as 
to which there is no genuine issue under Local Rule 9, 
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Statement of Material Facts as to Which There Is No 
Genuine Issue Pursuant to Local Rule 9, Filed March 
6, 1961. 


Plaintiff in addition requests pursuant to Rule 36 that 
Defendants admit the truth of the above relevant matters 
of fact set forth in paragraphs numbered above 1 to 20, 
within 10 days after service hereof or otherwise such 
matters should be deemed to be admitted for the purpose 
of this suit. 

It is hereby certified that two copies of this document 
have been served by mail concurrently herewith upon 
Arthur R. Schor, Esq., Department of Justice, Office of 
Alien Property, 101 Indiana Avenue, N. W., Washington, 
D. C., attorney for Defendants. 


Harry Price, 
Attorney for 
Philip Lochman and Company, 


Suite 2618, Graybar Bldg., 
420 Lexington Avenue, 
New York 17, N. Y. 
Washington, D. C., 
March 6, 1961. 


Roserr I. Dennison, Esq., 
834 Munsey Bldg., 
Washington, D. C., 
Attorney for 
Philip Lochman and Company. 


Rosert S. Ratyer, Esq., 
120 Broadway, 
New York, N. Y., 
Of Counsel for 
Philip Lochman and Company. 
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Testimony. 


The Court: I am going to take the position, unless 
T hear strongly to the contrary, that the only matter hefore 
me on the motion for summary judgment is to take the ad- 
mitted facts as stated in the complaint and the deposition 
and address myself to the supposed attempted recantation 
and see what the picture is, as a matter of law, with ref- 
erence to your motion for summary judgment. | will 
immediately state, unless vou indicate to me strongly to 
the contrary, there are no patents involved per se in this 
case; all the individuals secured, the corporation secured 
under the agreement, the German contracting party has 
the right to manufacture products arising out of the use 
of the formulas which were covered by the patent. 

Mr. Price: J haven't had a chance to discuss this yet, 
your Honor. 

The Court: I know. I am telling vou this is the point 
you will have to mect and nowhere does it say in the Vest- 
ing Order that any patents were appropriated. 

Mr. Price: Good. That is correct. I have gone beyond 
that to point out where this Vesting Order— 

The Court: That is it. I will hear vou. 


” ” * * * * 


Mr. Price: There is not too much dispute, your 
Honor. Here is the patent, your Honor, and that was the 
primary consideration of these two contracts set forth in 
the Vesting Order and the Vesting Order, your Honor, 
refers to the contract— 

The Court: Exeuse me, What you are asking me to 
do, then, is this: To construe the Vesting Order in the 
light of this agreement? 

Mr. Price: Good. 

The Court: That is all I have got to do. 

Mr. Price: That is all you have got to do. 

The Court: If his position is correct, his motion for 
summary judgment is granted and if yours is correct, 
yours. 

Mr. Price: Good. 
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Order. 


This matter comes before the Court for hearing on the 
defendants’ motion for summary judgment dismissing 
plaintiff’s complaint and awarding judgment on defend- 
ants’ counter claim and on plaintiff’s cross motion for sum- 
mary judgment, awarding plaintiff judgment and dismiss- 
ing defendants’ counter claim; and after consideration of 
the pleadings, the record, the affidavits of the parties, the 
requests for admissions and exhibits and other papers on 
file in the case and after consideration of the Memoranda 
of Points and Authorities in support of and in opposition 
to both motions; and the Court finding that there are no 
material issues of fact in existence in the case and that 
defendant is entitled to judgment as a matter of law. 

It is this day of May, 1961, 


Orperep that the motion of the defendants for summary 
judgment be and the same is hereby in all respects granted; 
and that plaintiff’s complaint is hereby dismissed and de- 
fendants’ counter claim allowed; and plaintiff is hereby 
ordered to account forthwith to the defendant as he has 
heretofore for all royalties due the defendant pursuant 
to defendants’ Vesting Order No. 2181, and to pay all ac- 
crued royalties together with interest thereon at six percent 
(6%) to the defendant and to continue to pay to defend- 
ant all royalties which may hereafter become due to the 
defendant under the aforesaid Vesting Order. 


Matruew F, McGuire, 
Judge, 


Seen 


Rosert Dennison, 
Attorney for Plaintiff. 
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Notice of Appeal to the United States Court of 
Appeals Under Rule 73(b), Filed July 7, 1961. 


Notice is hereby given that Philip Lochman and Com- 
pany, Plaintiff above named appeals to the United States 
Court of Appeals for the District of Columbia from the 
order on summary judgment entered by the Clerk of this 
Court on an order of the Honorable Matthew F. McGuire 
entered in this action on or about May 10, 1961. 


Harry Price, 
Attorney for Plaintiff, 
Suite 2618—Graybar Bldg., 
420 Lexington Avenue, 
New York 17, New York. 


Rosert I. Dennison, 
834 Munsey Building, 
Washington 4, D, C. 


To: 


es 
TNirep States District Court, 
District or CotumBIaA. 


ArTHuR Scuor, Esq., 
Department of Justice 
Washington, D. C. 
Attorney for Defendants. 


For THE District oF Conumsra Crcuit 
No. 16,675 


PHILIP LOCHMAN AND COMPANY, 
Appellant, 

US. | 
ROBERT F. KENNEDY, Attorney General and PAUL V. 

MYRON, Acting Director, Office of Alien Property, 
| Appellees, 
a 
Appeal From aN ORDER OF THE Unitep States District 
Court For THE District oF CoLUMBIA 

| 
| 


PLAINTIFF-APPELLANT’S BRIEF 


United States Court of Appeals 


for the Dietrint ne mas 


min Citeyit 
Fll | Harry Price, 
Attorney for Appellant, 
ED MAR 20 1962 420 Lexington Avenue, 
New York 17, New York. 


c | 
Cis Wk UW Aba f? LExington 2-3270 


CLERK 


In THE 


United States Court of Appeals 
FOR THE DISTRICT OF COLUMBIA CIRCUIT 


No. 16,675 


—_——_—_—+———_____ 


Puiu Locuman anv Company, 
Appellant, 
vs, 


Rosert F. Kennepy, Attorney General and Paut V, Myron, 
Acting Director, Office of Alien Property, 
Appellees. 
e—Ov—_— 
PLAINTIFF-APPELLANT’S BRIEF 


Statement of Questions Presented 


1. Should Plaintiff be compelled to contiune paying 
royalties under a patent license agreement after the patent 
has expired. 


2. Should Plaintiff be compelled to pay royalties upon 
a process it uses which is not the process which was orig- 
inally disclosed to it and which is not a seeret process. 


3. When Government vested a patent license agree- 
ment, did not it inherently vest the patent covered by the 
agreement. 


4. Where a contract involves promises by a German 
to an American and by an American to a German, can the 
Government demand fulfillment of promises by the Amer- 
ican to the German and cancel out and disregard the 
promises by the German to the American. 


i 


Title Page 

The names of the parties are as follows: original Plain- 
tiff and present Plaintiff Appellant, Pumie Locumay anp 
Company, a corporation of Hlinois having an address at 


2405 Oakton Street, Evanston, Llinois. 


The original Defendants were Wituram P. Rocers, as 


Attorney General of the United States and Datuas S. 


whose addresses were both in the Department of Justice, 


Washington, D. C. 


The present Defendants are Rozerr F, Kexyepy, <At- 


torney General and Paut V. Myrox, Acting Director, 
Office of Alien Property, whose addresses are both De- 


partment of Justice, Washington, D. C. 


Statement of Case 


Statement, of Points by Appellant, Filed October 
16, 1961 


ARGUMENT: 


Point I—Defendants’ motion for summary judg- 
ment not properly granted under Rule 36 since 
moving affidavits were not based upon personal 
knowledge 


Pont I11—Judge Holtzoff established the law of 
the case when he ruled that the Government 
could not relieve itself under Section 9(a) 


Point II—Statements sworn or unsworn by attor- 
neys for defendants cannot establish a proper 
case for granting a summary judgment motion 

Porst IV—In view of the dispute as to the facts, 
testimony of witnesses should have been taken 
in open court before the summary judgment 
was granted 

Post V—Defendants clearly have not lived up to 


the obligations of the agreements of October 
14, 1933 and March 26, 1934 


INDEX 


Pornt VI—If there ever was a secret process, it is 
no longer secret 


Porxt VII—The present suit does not seek return 
of any property seized by Alien Property Cus- 


Point VIJI—The process used by Plaintiff does not 
involve any secrecy but is a standard product. . 


Porxt IX—The original contracting parties have 
since disclosed their formulations to third par- 


Poryr X—The process of making Cold Top Enamel 
is substantially different from that which was 
originally disclosed in Patent No. 1,552,428 and 
does not come under any secret process contract 


Conclusion 
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Jurisdictional Statement 


The United States District Court for the District of 
Columbia has jurisdiction over the subject matter since 
this case arose under the Patent Laws of the United 
States, Title 28, Section 1338. 


The Plaintiff elected to press this case upon the ground 
there was no infringement and no trespass upon the patent 
involved, the patent having expired, as is permissible. 


Hold Stitch Fabrice Machine Co. v. May Hosiery 
Mills 195 SW2d 18, 167 ALR1104, certiorari 
denied 67 SC 112, 329 US 759, 91 L Ed (Su- 
preme Court of Tennessee 1946). Justice 
Chambliss on appeal from Wm. J. Wade, Chan- 
cellor, Chancery Court, Davidson County. 


Furthermore, the United States Distriet Court for the 
District of Columbia has jurisdiction since it is a Court 
of general jurisdiction and has jurisdiction over the De- 
fendants who claim they stand in the same position as 
the German licensors and the German owners of the patent 
in suit. 


Furthermore, the United States District Court for the 
District of Columbia has jurisdiction under Title 28, Sec- 
tion 1331 and 1332 since there is diversity of citizenship 
and the amount involved is in excess of $10,000.00 ex- 
clusive of interest and costs and is between a citizen of 
Illinois and two Defendants who are citizens officially of 
the District of Columbia. 


It would also appear that the United States District 
Court has jurisdiction under Title 28, Section 1346(2). 
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Statement of Case 


The Complaint in this action was filed on about June 20, 


1959 alleging jurisdiction under Title 28, Sections 1331, 1332 
and 1338. 


At that time, William P. Rogers was Attorney General 
of the United States and Dallas S. Townsend was Director 
of the Office of Alien Property. 


The litigation arose out of Patent No. 1.552.428 in con- 
nection with which there were two license agreements, one 
dated October 14, 1933 and the other dated March 26, 1934. 


These agreements were entered into by the Plaintiff cor- 
poration, a corporation of Illinois as licensee under the 
patent No. 1,552,428 and by certain citizens of Germany 
who thereafter became enemy aliens whose names were 
Wolfgang Von Schmadel, Theodor Freundorfer, Roman 
Freundorfer and Lorenz Bruckmann, doing business as 
Silib-Bruckmann and Gebr. Freundorfer, of Munich, Ger- 
many. 


The Alien Property Custodian took the place of these 
Germans as far as the contract was concerned and as far 
as this litigation is concerned both as to benefits and liabili- 
ties, but the Alien Property Custodian refuses to concern 
itself with the liabilities and merely want the benefits. 


The important portion of these two contracts appears 
in the second contract of March 26, 1934, and this contract 
in part reads, ‘‘With the termination of the contract all 
rights to manufacture the products set forth in $6 and the 
patent rights are to be returned to First Party.’’ “The 
patent rights to be transferred again to the First Party.”’ 


Regardless of what might have been set in the earlier 
agreement of the 14 day of October, 1933, it is clear that 
the second agreement restricted this situation to patent 
rights, and these patent rights No. 1,552,428 have expired 
September 8, 1942. 
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The Government contends that because the original in- 
expertly drafted agreement refers to a secret process 
which was then replaced by patent rights in the second 
agreement, that the first agreement of October 14, 1933 
must be regarded as if not changed by the second agree- 
ment of March 26, 1934. 

It will be particularly noted that the first agreement 
referred in paragraph 3 to ‘‘secret or patented formulas”’ 
and the second agreement dated March 26, 1934 made it 
clear that it was patent rights involved and that the agree- 
ment dated March 26, 1934 eliminated the first alternative 
of ‘secret or patented formulas”’ and left it as only ‘‘pat- 
ented formulas.’’ 


However, the second agreement did not eliminate the 
Plaintiff as the ‘sole American agent with exclusive right 
to sell and import all of their present and future products 
into the United States’? as appears in paragraph 1 of the 
agreement of October 14, 1933 nor did it eliminate the fifth 


yaragraph of the original agreement which reads, 
im J DB on] 


“*5. Second party shall be given the first opportu- 
nity of importing into, selling or manufacturing in the 
United States of America, all new products or improve- 
ments of old products of First Party; should Second 
Party develop a new product or an improvement of 
any of First Party’s products, First Party shall have 
the first opportunity to import into or manufacture 


the same in Germany: tp iy ) 


The Defendants have altogether refused to even admit 
that such obligations existed which would appear to destroy 
the mutuality of the two agreements but they insist that 
the second agreement restricting the matter to patent rights 
should be disregarded as should also paragraphs 1 and 5 
of the first agreement, and they claim that everything 
manufactured by Plaintiff is made by a secret process, and 
they are entitled to obtain royalties from everything manu- 
factured by Plaintiff. 
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Even if this were an agreement for license under a 
secret process which it is not, the affidavits which were 
presented in connection with the Motion for Summary Judg- 
ment for both sides indicate without question that: 


a. Plaintiff is not using any secret process; 

b. That if there ever was a secret process, such process 
is known by everyone and is widely used in the 
trade as a standard procedure; 


Plaintiff is no longer using any process that was 
obtained from Germany whether it was ever secret, 
but is using an altogether new and more recently 
developed procedure ; 

That the process derived from Germany is identical 
with and could not be secret since it is disclosed in 
the patent in suit, namely, patent No, 1,552,428 and 
is also disclosed in the literature as is also clear 
from the affidavits. 


Rule 9(1) of the District Court Rules provides that a 
statement of material facts should be accepted as true if 
no counterstatement is attached, 


The statement of material facts dated March 6, 1961 was 
also made a request for admissions under Federal Rule 36 
and the following statements must be regarded as true since 


they were not denied, (a4 joc) 


1. The formula of Cold-Top Enamel is not now and has 
not been since the early 1940s a secret. 


2. At the time of expiration of Patent No. 1,552,428, as 
of September 8, 1942, there has not been any seeret for- 
mulas as to Cold-Top Enamel, Rotguss, Blauguss and 
Schwarzguss which would give Plaintiff any protection. 

3. The agreements of October 14, 1933 and March 26, 
1934 have been breached and the contracts have been voided 


5 


and sct aside by failure of the First Party succeeded by 
the Defendants herein to give Plaintiff the first opportu- 
nity of importing into, selling or manufacturing in the 
United States of America all new products or improvements 
of old products of the First Party. 


4. The Government, at the trial of this action, will make 
no contention that the products referred to in the agree- 
ments are secret formulas. 


5. The terms ‘*Cold-Top Enamel’, **Rotguss’’, ‘* Blau- 
guss’’ and ‘‘Schwarzguss”’ are not trade names but are 


common descriptive terms describing products of well- 
known formulation presently upon the market. 


6. The relationships between the original contracting 
parties became null and void as of September 8, 1942 and 
thereafter there was not an enforceable agreement or con- 
tract between them. 


7. Plaintiff has not been since September 8, 1942 and 
is not now exclusive sales agent for all products manufac- 
tured by the German contracting parties, 


8. The products set forth in the contracts or agreements 
have not been since September 8, 1942 and are not now 
secret formulas. 


9. The product Cold-Top Enamel as presently put out 
by Plaintiff is a new product manufactured by a different 
process than the original Cold-Top Enamel referred to in 
the agreements. 


10. The Defendants have put themselves in a position 
of successors to the German nationals who were contrac ting 
parties and cannot now take the position that they are 
solely entitled to benefits under the contract and are not 
bound by any of the liabilities under the contract. 
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11. The agreements and contracts of October 14, 1933 
and March 26, 1934 are presently null and void and not 
enforceable. 


12. Plaintiff’s present Cold-Top Enamel is made by a 
different formulation and a different process than the Cold- 
Top Enamel referred to in the agreement of October 14, 
1933. 


In view of these admissions all of which were attached 
to the Statement of Points by Applicant filed in this Court 
on October 16, 1961, it clearly appears that the Defendants 
should be out of Court and the Motions for Summary 
Judgment by plaintiff should be granted and the Motion 
for Summary Judgment by Defendants should be denied. 


Tt would appear that Rule 9(1) is binding upon the Dis- 
trict Court regardless of who may be the Plaintiff or who 
may be the Defendants. 


Nevertheless without giving any reasons and without 


stating any ground whatsoever, the District Court granted 
Defendants’ Summary Judgment Motion and denied Plain- 
tiff’s Summary Judgment Motion. 


There is no finding of fact and there is no conclusion 
of law and any imaginary reasons or grounds that may 
be given by the Defendants’ counsel are not necessary in 
accordance with the facts and are not necessarily correct. 


It may also be noted that Judge Holtzoff established 
the law of this case by denying a speaking Motion to Dis- 
miss under Rules 12 and 56 on October 9, 1959. 


Nevertheless Defendants made the same Motion over 
again before another Judge and this Motion was presented 
to the District Court as the basis of the Motion for Sum- 
mary Judgment by the Defendants. 


The Order of the District Court without Opinion is 
dated May 10, 1961 and it is not known whether the Dis- 
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trict Court over-ruled the prior Order of Judge Holtzoff 
of October 9, 1959 or not since no reasons were given. 


The Notice of Appeal was filed on July 7, 1961 and 
a belated Motion to Dismiss the Appeal was filed on 
December 20, but was not received until the Friday before 
the Christmas weekend. 


Statement, of Points by Appellant, 
Filed October 16, 1961 


The Plaintiff-Appellant, Putt Locuman anxp Company, 
intends to rely upon the following points upon this appeal. 


1, The Court erred in granting a summary judgment 
without telling why. 


2. The Court erred in granting a summary judgment 
without indicating in any respect the basis for the sum- 
mary judgment and leaving the Plaintiff, Defendants, 
their counsel and the Appeal Court unaware of any rea- 
son for the granting of the summary judgment. 


3. The Court erred in not giving any consideration to 
Plaintiff’s motion for summary judgment. 


4. The Court erred in refusing to consider or give any 
weight to its Rule 9(1) to the effect that a statement of 
material facts should be accepted to be true when no 
counter-statement is filed and such statement of facts by 
Plaintiff is attached hereto. 


5. The Court erred in holding there were any secret 
formulae as to which royalties should be paid. 


6. The Court erred in holding that the contracts in- 
volved were not breached and were enforceable although 
there had been failure of consideration. 
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7. The Court erred in holding that there were secret 
processes or secret products involved. 


8. The Court erred in overruling Judge Holtzoff who 
had previously decided the law of the case. 


9. The Court erred in holding that the names referred 
to were trade names. 


10. The Court erred in holding that royalties must be 
paid on a patent after the patent has expired. 

11. The Court erred in holding that there was any 
secret process or secret product involved. 


12. The Court erred in not passing upon Plaintiff’s mo- 
tion for summary judgment. 


13. The Court erred in deciding a motion under Rule 
56 upon affidavits by attorneys which were not upon per- 
sonal knowledge and did not show that affiant was com- 
petent to testify as to the matters stated therein, contrary 
to Rule 56(e). 


It is certified that two copies of this paper have been 
sent by mail concurrently herewith to Arthur R. Schor, 
Esq., Department of Justice, 101 Indiana Ave., N. W., 
Washington, D. C. 


Dated: Washington, D. C., October 15, 1961. 


Harry Price, 
Attorney for Plaintiff-Appellant, 
Suite 2618-Graybar Bldg., 
420 Lexington Ave., 


New York 17, N. Y. 


Summary of Argument 


There are two layman-drafted contracts. The first was 


dated October 14, 1933 and was modified by second con- 


tract dated March 26, 1934. There were no subsequent 


changes or modifications. 


The first contract primarily granted Plaintiff exclusive 
importation of all products and manufacturing rights in 
the United States of certain secret or patented formulas. 
The second contract clarified that it was patent rights 


that were transferred. 


There can be no question that Cold Top Enamel was a 


patented formula (Patent No. 1,552,428). 


The most important feature of the contracts was ap- 
pointment of Plaintiff as ‘“‘sole American agent with the 
exclusive right to sell and import all of their present and 


future products.’’ 


The exclusive rights were terminated by World War II. 
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ARGUMENT 
POINT I 


Defendants’ motion for summary judgment not 
properly granted under Rule 56 since moving affidavits 
were not based upon personal knowledge. 


In Jameson v. Jameson (CADC, 1949), 176 F2d 58, the 
court stated in connection with affidavits under Rule 56 
requiring personal knowledge that: 


“*Belief, no matter how sincere, is not equivalent to 
knowledge.’’ 


In Sprague v. Vogt (CA8, 1945), 150 F2d 795, it was 
stated: 


“When affidavits are offered in support of a Motion 
for Summary Judgment they—must not only be made 
on the personal knowledge of affiant, but must show 
that the affiant possesses the knowledge asserted when 
written documents are relied upon, they must he ex- 
hibited in full. The statement of the substance of 
written instruments or of affiant’s interpretation of 
them or of mere conclusions of law or restatements of 
allegations of pleadings are not sufficient.’’ 


See also 


Alger v. United States (CAS, 1958), 252 F2d 519; 
Sears Roebuck & Co. v. American Plumbing and 
Supply Co. (DCED Wis., 1956), 19 FRS 334 


It is clear, therefore, that the moving affidavits in behalf 
of the Defendants are not sufficient to establish a proper 
basis for a Summary Judgment since they were not made 
by anyone having personal knowledge. 


POINT II 


Judge Holtzoff established the law of the case when 
he ruled that the Government could not relieve itself 
under Section 9(a). 


As far as a claim under Section 9(a), Plaintiff never made 
such claim and Judge Holtzoff held that the question of 
such a claim has nothing to do with this case and his rul- 
ing constituted the Law in this case. See Brownell De- 
fendant-Appellant y. Ketcham Wire & Mfq. Co. Plaintiff- 
Appellee, 211 F2q 121 (decided February 19, 1954, C.A9 
affirming D.C. Washington). 


In Lisle Mills, Ine. v. Arkay Infants Wear, Inc., 90 FS 
676, 85 USPQ 160 (EDNY April 4, 1950), Judge Kennedy 
stated: 


“‘T have examined those papers and it is clear that 
defendants sought to take advantage by motion of 
the defense of improper venue (Rule 12(b)) and that 
Judge Galston overruled that defense. Judge Gal- 
Ston’s decision (82 USPQ 36) becomes the law of the 
ease, and even if erroneous, which I do not for one 
moment suggest, defendants have not waived their 
objection to venue and have preserved whatever rights 
they may have, But since the relevant rule F.R.C.P. 
12(b) speaks of an option between raising such ques- 
tions by motion or by pleading, it is clear that defend- 
ants ought not to be permitted to use both procedures, 
and thus inject matter into the trial which has heen 
set at rest by an adverse decision, conclusive on the 
trial court.’’ 
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POINT Ill 


Statements sworn or unsworn by attorenys for de- 
fendants cannot establish a proper case for granting a 
summary judgment motion. 


It has been established in practically every circuit that 
before a summary judgment may be granted, there must 
be convincing evidence that there is no issue of fact to be 
decided. 


No matter how convincing the affidavits may be by the 
attorneys for Defendants in this case who have no per- 
sonal knowledge of the subject matter and who do not 
even have information and belief sufficient to warrant a 
correct statement of the facts, there can be no proper 
Motion made for summary judgment. 


Dewey v. Clark (CA DC, 1950), 180 F2d 766; 

Peckham v. Ronrico Corp. (CA1, 1948), 171 F2d 
653 ; 

Doehler Metal Furniture Co. v. United States 
(CA2, 1945), 149 F2d 130; 

Arnstein v. Porter (CA2, 1946), 154 F2d 494; 

Colby v. Klune (CA2, 1949), 178 F2d 872; 

Toebelman y. Missouri-Kansas Pipe Line Co. 
(CA3, 1942), 130 F2d 1016; 

Stevens y. Johnson (CA4, 1950), 181 F2d 390; 

Whitaker v. Coleman (CA5, 1940), 115 F2d 305; 

Compana Corp. v. Harrison (CAT, 1948), 185 F2d 
334; 

Walling v. Fairmont Creamery Co. (CAS, 1943), 
139 F2d 318; 

Lane Bryant v. Maternity Lane (CA9, 1949), 173 
F2d 559; 

Avrick v. Rockmont Envelope Co. (CA10, 1946), 
155 F2d 568. 
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Actually, it cannot be determined from what source the 
facts set forth in Defendants’ moving affidavits are de- 
rived since they are not present in any documentary evi- 
dence produced to the Court. 


The Defendants must have access to some proof not 
available to Plaintiff, and it would appear that in this 
case Rule 56(f) governs this case in that the Court should 
‘“‘refuse the application for judgment. or may order a 
continuance to permit affidavits to be obtained or deposi- 
tions to be taken or discovery to be had or make such 
other order as is just.’? 


Radio City Music Hall Corp. v. United States 
(CA2, 1943), 135 2d 715; 
Garret Biblical Institution yv. American University 
(CA DC, 1947), 163 F2d 265; 
von Opel vy. McGrath (SDNY, 1952), 13 FRD 458. 
Kven though both parties in this case are moving for 
summary judgment, this cannot be used to favor Defend- 


ants’ motion, 


Walling v. Richmond (CA2, 1946), 154 F2d 780. 


POINT IV 


In view of the dispute as to the facts, testimony of 
witnesses should have been taken in open court before 
the summary judgment was granted. 


It is clear that the taking of oral testimony in Court 
would be quite helpful in this instance and such is prefer- 
able in a case of this sort. 


Burnham Chemical Co. v. Borax Consolidated 
(CAQY, 1948), 170 F2d 569; 

Fleming v. Phipps (DCMa., 1940), 35 FS 627: 

Beegle v. Thomson (NDIIL, 1943), 2 FRD 82. 
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Since the Defendant’s affidavits in this case have been 
made by the attorney for the Defendants such oral testi- 
mony would seem to be particularly appropriate and atten- 
tion is called to Peler Pan Fabrics, Inc. v. Dixon Textile 
Corp. (CA2, 1960), 280 F2d 800; 125 USPQ 39, in which 
the Court indicated that the Judge ‘‘might have been able 
by interrogation of counsel’? to determine whether the 
issues Were genuine, and it is indicated that counsel are 
subject to interrogation under Rule 56. 


In Jameson v. Jameson (CA DC, 1949), 176 F2d 58, the 
Court stated in connection with affidavits under Rule 56 
requiring personal knowledge that: 


‘Belief, no matter how sincere, is not equivalent to 
knowledge.’ 


In Sprague v. Vogt (CAS, 1945), 150 F2d 795, it was 
stated: 


“When affidavits are offered in support of a Motion 
for Summary Judgment they * * * must not only be 
made on the personal knowledge of affiant, but must 
show that the afliant possesses the knowledge asserted 
when written documents are relied upon, they must 
be exhibited in full. The statement of the substance 
of written instruments or of affiant’s interpretation 
of then or of mere conclusions of law or restatements 
of allegations of pleadings are not sufficient.” 


See also: 


Alger v. United States (CA5, 1958), 252 F2d 519; 
Sears Roebuck & Co. y. American Plumbing and 


Supply Co. (DCED Wis., 1956), 19 FRS 3: 


In Jnglett & Company v. Everglades Fertilizer Co. (CA5, 
1958), 255 F2d, 342, stated that the giving of affidavits by 
attorneys as 
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“‘an inherently unsound practice’’; 


“Experience proves that the adversary system func- 
tions best when the role of Judge, of counsel, of wit- 
ness is sharply separated.”’ 


POINT V 


Defendants clearly have not lived up to the obliga- 
tions of the agreements of October 14, 1933 and 
March 26, 1934. 


There are two contracts which were executed on Oc- 
tober 14, 1933 and on March 26, 1934. Apparently the 
principal value of these contracts, as far as Plaintiff 
herein was concerned, was embodied in the provision that 
Plaintiff would have the rights under a patent No. 1,552,428, 
which patent is clearly referred to in paragraph 1 of the 
agreement of March 26, 1934. Patent No. 1,552,428 at that 
time had some eight years to run. 


Another principal point of consideration was the fact 
that in the agreement of October 14, 1933 was the pro- 
vision in paragraph 5 to the effect that the Plaintiff would 
be given a first opportunity of importing into, selling or 
manufacturing in the United States of America, all new 
products or improvements of old products of the German 
nationals. 


In view of the fact that Plaintiff would be obtaining no 
consideration for payment of royalties, it is obvious there 
has been a failure of consideration even under a patent 
license agreement. 


POINT VI 


If there ever was a secret process, it is no longer 
secret. 


It has clearly been established that once a secret is 
publicly known all rights therein are lost. 
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Affiliated Enterprises, Inc. v. Gurber, 86 F2d 958; 
32 USPQ 94 (CAI, 1936). 


It has always been held that where the alleged secret is 
a matter of public knowledge, whether by publication of a 
patent or otherwise, upon the expiration of the patent, the 
matter is in the public domain. 


Larson v. General Motors Corp., 52 USPQ 450, 
454 (DC SDNY, 1941). 


Where any trade secret has been published, it can 
longer be regarded as a secret and without a patent 
protection can be obtained. 


Picard y. United Aircraft Corp., 128 F2d 632, 53 
USPQ 563 (CA2, 1942), Judge L. Hand: 

Kohloff v. Ford Motor Co., 37 FS 470, 46 USPQ 
475 (DC SDNY, 1940); Judge Bondy; 

Pennington Engineering Co, v. Houde Engincer- 


ing Corp.. 136 F2d 210, 57 USPQ 422 (CA2, 
1943), Judge Chase. 


A contract relating to payment under a void right or 
expired right cannot be enforced. 


Autographic Register Co. v. Philadelphia Hano 
Inc., 198 F2d 208 (CA1); 

Tlarlow vy. Putnam, 124 Mass. 553; 

Gloucester Isinglass and Glue Co. v. Russia Ce- 
ment Co., 154 Mass. 92; 27 N.E. 1005, 12 LRA 
563; 

Joliffe v. Collins, 21 Mo. 338; 

Rowe v. Blanchard, 18 Wis., 441; 

Strauss v. Brier, 57 Col. 65; 140 P. 183; 

Brandt v. Computing Cloth Measuring Co., 27 Ga. 
App. 704; 109 Se 694; 

Nye v. Raymond, 16 Til. 153; 

McClure v. Jeffrey, 8 Ind. 79. 
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The case of Warner-Lambert Pharmaceutical Co., Inc. 
v. John J. Reynolds, Inc., 178 FS 655 (DC SDNY, Nov. 16, 
1959), is not in point since this was a motion on a sum- 
mary judgment and there were no material issues of fact 
which required a trial, which was quite different from the 
present instance. 


In this case, Judge Bryan relied upon the fact that the 
only consideration was a secret process, and it had been 
published through no fault of the Plaintiff, whereas in the 
present case the secret formula is a minor factor in the 
consideration of the contract and there was a publication 
due to the action of the German contracting parties, 


Judge Bryan carefully distinguished this Listerine case 
from other cases in which there were agreements provided 
for other considerations than the secret formula. 


POINT VII 


The present suit does not seek return of any prop- 
erty seized by Alien Property Custodian. 


The present suit does not seck the return of any prop- 
erty seized by the Alien Property Custodian or which is 
in the possession of the Director of Alien Property. 
Plaintiff makes no claim whatsoever to such property but 
is content that the Alien Property Custodian or the Diree- 
tor of Alien Property retain both the rights to the patent 
No. 1,552,428, as well as the contract relating to such 
patent. However, it is the position of the Plaintiff that 
the Alien Property Custodian or the Director of Alien 
Property stands in the position of the patent owner and 
the other contracting party has no claim upon the Plain- 
tiff for royalties since the patent expired and since the 
process covered by the patent is now public information 
and there is no secret process involved. 
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Actually the patent involved, No. 1,552,428, is referred 
to in the second agreement involved in this suit, namely, 
the agreement of March 26, 1934, and it will be noted 
that paragraph 3 speaks of ‘patented formulas’’ which 
is in lieu of the secret formulas and as soon as the patent 
expired, of course, such patented formulas were open to 
public. 


The Vesting Order vested in the Alien Property Cus- 
todian all interest and rights including the patents set 
forth in said agreements and license agreement and Plain- 
tiff seeks no return of such vested rights. | 74 7/ 


Furthermore, the Alien Property Custodian indicated 
in a written notice that no requirement or notice to file 
claim was required of American licensees under seized 
alien assets. 


POINT VIII 


The process used by Plaintiff does not involve any 
secrecy but is a standard product. 


In contrast with the affidavits of Defendants which were 
made by attorneys for Defendants, we have an affidavit 
of an actual third party who is a manufacturer and who 
is not connected with either the Plaintiff or the Defendants. 


This affidavit is that of John Grahamer who is presi- 
dent of Teaneck Chemical Corp., which is in the business 
of selling Cold Top Enamel and other related products. 


In this affidavit John Grahamer states: E ‘TAG e 


“In connection with the manufacture and sale of 
Cold Top enamel, this product is a standard product 
upon the market and is sold by numerous firms in- 
cluding Philip Lochman and Company, 2405 West 
Oakton, Evanston, Illinois; Chemco Photoproducts Co., 
Ine., Charles Street, Glen Cove, Long Island, New 
York; Bridgeport Engravers Supply Company, 525 
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West 33rd Street, New York, New York; Howard 
Pitman, Secaucus, New Jersey; General Plate Makers 
Supply Co., 5441 N. Kedze, Chicago; Radiant Prod- 
ucts & Supply Co., 4454 Bronx Boulevard, Bronx, 
New York; Gardner Company, 64 West 48th Strect, 
New York, New York; A. Hess Co., Ine., 264 West 
40th Street, New York, and Kmpire Laboratories, 
Closter, New Jersey, among others. 


Deponent has been in this field since World War IT 
and prior thereto, and is fully familiar with the manu- 
facture and composition of Cold Top Enamel, and to 
the best of his knowledge, information and belief there 
is no secret process or composition connected there- 
with but that it is a standard chemical product sold 
under the distinctive name, Cold Top Enamel, which 
is not a trademark or a trade name, and this condition 
of affairs has continued at least since World War TT.”’ 


POINT IX 


The original contracting parties have since disclosed 
their formulations to third parties. 


The affidavit of John Grahamer verified February 10, 
1961 who is a third party not connected with cither 
Plaintiff or Defendants, indicates that the original con- 
tracting Germans have disclosed their formulations to 
third parties. 

John Grahamer stated under oath: (Jace) 


“Many formulations including one for Cold Top 
Enamel were disclosed to Deponent’s company by one 
Lorenz Bruckmann, and Bruckmann informed Depo- 
nent’s company of the formulation of Cold Top 
Enamel put out by Freundorfer Company in Germany 
and, in return for these disclosures, he received stock 
in the company. However, it might be noted that 
even though there was a disclosure of the formula- 
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tion of Cold Top Enamel for which said Bruckmann 
received stock, such formula merely confirmed the 
knowledge already possessed by the Deponent and 
his company as to the composition of Cold Top 
Enamel, which already was known and presently is 
widely known and utilized in the United States. At 
no time did Deponent or his company receive any 
disclosure from any officer, employee or representative 
of Philip Lochman and Company and certainly not 
from Philip Lochman himself, who was formerly 
President, and who is now deceased. 


Generally, the Cold Top Enamel process consists of 
using a purified shellac which is finely divided and 
which is dissolved up in aqueous solution with am- 
monia, followed by addition of ammonium bichromate, 
which is a standard procedure used by many com- 
panies in the field. This formulation, to the best of 
my knowledge, information and belief, appears in 
printed publications including Martle Treatise, and 
has not been a sccret.”’ 


It is, therefore, clear that according to the affidavit not 
of an attorney, upon information and belief, but of a 
man in the field, there has been evidenced to the effect 
that there is no secrecy and that the original formulations 
have since been disclosed by the original contracting 
parties and cannot possibly be considered to be secret. 


POINT X 


The process of making Cold Top Enamel is substan- 
tially different from that which was originally dis- 
closed in Patent No. 1,552,428 and does not come 
under any secret process contract. 


Frank A. Hatzl, 5037 Dobson Avenue, Skokie, Illinois, 
who is connected with the Plaintiff corporation since 1951 


stated: C7 m\6)) 
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“‘The process of making Cold Top Enamel by Plain- 
tiff is the only subject matter of these agreements 
which is of present importance and is substantially 
identical with the process set forth in the Patent No. 
1,552,428. During the 27 vears from 1933, when this 
process was first introduced by Plaintiff in’ this 
country, to date, there have been repeated changes 
in methods, productions, techniques, apparatus and 
raw materials and these modifications that are not 
set forth in detail in said patent and which are now 
produced in the plant of the Plaintiff are primarily 
those that were devised by the Plaintiff, itself, in this 
country due to varying climatie conditions, varying 
chemicals, and requirements for a longer shelf life. 
The most important feature of the present procedure 
is to obtain as pure a shella¢ as possible and this has 
been accomplished by insisting on a grade of shellac 
having less than 0.19 of wax or by purifying the 
shellac by solution and reprecipitation or by both 
procedures, 

This purification of the shellae and obtaining purer 
materials involved in quality control procedures em- 
ployed by Plaintiff is apparent from the Cold Top 
process itself and the essential feature of the Plain- 
tiff’s Cold Top Enamel involving lone shelf life is 
the result of the quality control involving great care 
in the purity of the shellac, water and chemicals 
utilized, careful contro! of the temperature and use 
of vessels and apparatus which will not under any 
conditions cause metal or other contamination of the 
Cold Top Enamel. Basically the same proportions of 
shellac, ammonium bichromate, ammonia and water 
are utilized as set forth in Patent No. 1.552.428 and 
these proportions are subject to variation but not to 
great change because of the chemical constants and 
equations involved. 


Essentially the process that was brought over to this 
country from Germany in 1933 was the process set 
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forth in the patent and there has been and is no 
secrecy in connection therewith and certainly there 
has not been any such seereey during the time de- 
ponent has been connected with the Plaintiff. Actually, 
the only secret process and technique and ‘know- 
how’ which is not common knowledge has been de- 
veloped in this country since 1933 and since World 
War II. This technique and ‘know-how’ has been 
developed in accordance with the higher standards 
required by American Manufacturing techniques and 
particularly because of demand for higher quality 
control which has become an essential requirement 
in American industry, particularly since World War II. 
Whereas in 1933, as set forth in the patent, the varnish 
had a shelf life of 3 to + weeks, the present shelf life 
has been increased up to 6 months and this enhanced 
shelf life constitutes a great advance in the product. 
The important features and techniques of manufacture 
which are not widely known and which constitute the 
only possible secrecy are the following developments: 


(1) the use of stainless steel vessels to eliminate 
metal contamination; 

(2) the use of activated charcoal to filter the water 
for mixing and washing purposes; 

; Sy] 

(3) maintenance of cool water temperatures of 
about 60°F; 

(4) aging and storage of the solutions of shellac 
for 2 to + week periods; 


(5) use of multi-layer Alsop Filters for filtration 
of the finished shellac solutions; 


(6) additional aging after filtration; 


(7) individual cardboard packaging of cach finished 
bottle to reduce light action and light contamination. 
These techniques when developed in this country were 
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initially maintained in secrecy but now are no longer 
secret since numerous workmen and others have be- 
come acquainted with these techniques and have left 
the employ of the Plaintiff and in some instances have 
gone with competitors. Furthermore, a careful ex- 
amination of other competing Cold Top Enamels (some 
10 to 15 other products being upon the market) in- 
dicate that both the produet Cold Top Enamel as well 
as the process of making the same have been and are 
common knowledge in this industry. 


The important secret, if any, which was developed 
in this country after introduction of the product, was 
high quality control involving the use of pure raw 
materials with careful control of temperature, acidity 
and reaction vessels. At all times the process has 
been changed in accordance with the availability of 
new techniques and new apparatus and many changes 
have been made therein based upon the basie proe- 
esses set forth in the patent. 


However, at the present time the basic procedure in- 
volves no secrecy and is well known in the trade and 
to Plaintiff’s competitors since they are manufacturing 
and selling substantially identical products. 

Since deponent’s connection with Plaintiff’s Company, 
following World War II, there does not appear to be 
any secret process involved and there certainly is not 
presently involved any secret process which was 
derived from Germany. 


The basis and reason for Mr. Philip Lochman paying 
the royalties was in order to secure the benefit of the 
research and experimentation and development of new 
products which had been carried out by the German 
concern and since it has not been possible to pay any- 
thing to the German concern in connection with this 
provision of the contracts attached to the complaint 
since and during World War II, no new processes or 
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products or developments have been disclosed to Plain- 
tiff. As a result, Plaintiff is now being put to the 
expense of building up its own research and develop- 
ment staff and in hiring research chemists for this 
purpose and in going to this expense which would 
otherwise have been covered by the agreements of 
October 14, 1933 and March 26, 1934. 


Furthermore, Plaintiff had been given to understand 
by the Office of Alien Property that in case of a re- 
linquishment of the agreements and a failure to pay 
royalties they would have to open their entire proce- 
dures to the public even though, as stated above, the 
‘know-how’ and technique had been practically and 
entirely developed in this country subsequent to 1935 
and subsequent to World War IT. It was because of 
this coercion and these threats that Plaintiff continued 
to pay royalties up to the time that deponent became 
Executive Vice president and reviewed the entire sit- 
uation as bearing upon the subject matter of this liti- 
gation. 

To summarize, there is no secret process involved in 
the manufacture of Cold Top Enamel by Plaintiff. 
Furthermore, there is no secret formulation used by 
Plaintiff in the manufacture of Cold Top Enamel 
which was derived from Germany. The basic formula 
is not seerct but is fully disclosed in expired Patent 
No. 1,552,428. 

Since World War II, Plaintiff has never been given 
any disclosure or information nor first opportunity of 
importing into the United States any new products 
or improvements covered by paragraph 5 of the agrec- 


ment of October 14, 1983.”’ 


CONCLUSION 


It is respectfully submitted that the lower Court 
should be reversed, and the summary judgment in be- 
half of the plaintiff granted and the summary judg- 
ment in behalf of the defendants refused. 


Certificate of Service 


This is to certify that I have this day served counsel 
for the opposing party in the foregoing matter with a copy 
of this heading by depositing in the United States mail on 
28 day of December, 1961 in a post office box maintained 
by the United States Government at 32nd and Highth Ave- 
nue, New York 1, New York a copy of same in a properly 
addressed envelope with adequate postage thereon directed 
to Alan S. Rosenthal and David L. Rose, Attorneys for 
Appellees, United States Department of Justice, Wash- 
ington, D. C. 


Signed this 28 day of December, 1961. 


Harry Price, 
Attorney for Plaintiff, 
Suite 2618 Graybar Building, 
420 Lexington Avenue, 
New York 17, New York. 
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QUESTIONS PRESENTED 


In the opinion of the appellees, the questions presented 
are: 


1. Whether, on the basis of the undisputed facts of 
record, the district court correctly concluded that, as a 
matter of law, appellant is liable for the payment of 
royalties under its contract with a German concern. 

2. Whether the district court lacked jurisdiction over 
the action insofar as it sought the return of royalties 
already paid because of appellant’s failure to comply with 
the requirements of Section 9(a) of the Trading With 
the Enemy Act. 


I. On the basis of the undisputed facts disclosed by 
the cross-motions for summary judgment, appellant 
was obligated, as a matter of law, to pay royalties 
under the vested contract 


A. Appellant did not bargain for or receive patent 
protection by the 1933 Contract, as supple- 
mented 


The undisputed facts show that there has been 
no failure of consideration 


Warner-Lambert Pharmaceutical Company v. 
John J. Reynolds, Inc., 178 F. Supp. 655 (S.D. 
N.Y.), aff'd on opinion below, 280 F. 2d 197 
(C.A. 2) directly supports the judgment below... 


Appellant’s prayer for the recovery of royalties is 
barred by section 9(a) of the Trading With the 
Enemy Act. 


Conclusion 
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BRIEF FOR APPELLEES 


COUNTERSTATEMENT OF THE CASE 


On October 14, 1923 appeliant, Philip Loehman and 
Company, entered into a contract with a partnership of 
German nationals, pursuant to which appellant acquired 
the right to manufacture, import and soll certain chemical 
products in the United States, based upon secret formulae 
furnished to appellant by the German partnership. In 
return appellant agreed to pay the German concern stated 
royalties on cach of the products, based upon the number 
of quarts of cach manufactured by appellant (J.A. 10-12). 

The pertinent language of this basic agreement reads 
as follows: 


(1) 


On 
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2. It is further agreed that Second Party (Ar- 
pellant) is hereby given the right to manufacture m 
the United States of America certain products and 
improvements of the same of First Party (German 
concern) as specifically described in Paragraph 6 
herein; Second Party to pay to First Party the royal- 
ties therein as set forth in said Paragraph 6. 

3. It is understood and agreed that First Party’s 
products are based on secret or patented formulas 
and Second Party agrees not to divulge said form- 
ulas, but to guard the seereey of the same. 

5. Second Party shall be given the first opportunity 
of importing into, selling or manufacturing in the 
United States of America, all new products or im- 

rovements of old products of First Party; should 
Second Party develop a new product or an improve- 
ment of any of the First Party’s products, First Party 
shall have the first opportunity to import into or 
manufacture the same in Germany. 

The products covered by the secret formulas of 
the First Party to be manufactured by Second Party 
under this agreement and the royalties to be paid on 
said are as follows: 


Cold Top Enamel 40 cents per quart 
Ratguss 50 cents per quart 
Blauguss 75 cents per quart 
Schwartzguss 75 cents per quart 
Sensitizer Auto 50 cents per quart 
Sensitizer B-New 50 cents per quart 
Acetol Unterguss 20 cents per quart 
Black-tone Developer 

for Con. Tone Emulsion 10 cents per tube 


7 e Ad e e 


if 
This agreement shall be and is hereby made obli- 
gatory on the respective heirs, assigns, executors, 
administrators and successors of the parties hereto. 
(J.A. 10-12). 


March 26, 1934 the agreement was supplemented by 


an Annex which provided in pertinent part as follows: 


1. The contract to last three years from date and 
to automatically renew itself unless either of the par- 
ties notify the other 6 months before its termination. 
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With the termination of the contract all rights to 
manufacture the products set forth in paragraph 6 
and the patent rights are to return to First Party 
(J.A. 13). 


Pursuant to the agreement, as supplemented, appellant 
began the manufacture and sale of the products mentioned 
and paid royalties according to the terms of the agree- 
ment (J.A. 33-35, 38). Regarding the agreement's general 
reference to “patented” formulas appellant’s president 
conceded in a letter to the Alien Property Custodian 
that: 


The royalties provided for in the enclosed agrec- 
ments are for the use of the... formulas and not 
for patent protection as the undersigned has been 
advised that there was no patent protection so far 
as the use of the formula by the undersigned is 
concerned (.J.A. 51), 


On September 10, 1943, after the outbreak of World 
War II, the Alien Property Custodian vested by Order 


2181 (8 F.R. 13321) the rights of the German concern 
in the contract of October 13, 1933, as supplemented. This 
order expressly vested in the Alien Property Custodian: 


All interests and rights (including all royalties 
and other monies payable or held with respect to 
such interests and rights, and all damages for breach 
of the agreement hereafter described, together with 
the right to sue therefor) created in [the German 
concern] by virtue of an agreement dated October 14, 
1933 (including all modifications thereof and supple- 
ments thereto ...). (J.A. 71-72). 


Subsequent to this vesting, appellant submitted periodic 
production reports to the Alien Property Custodian and 
paid royalties to the custodian pursuant to the terms of 
the contract. Such payments were unilaterally terminated 
by appellant in 1959 without a formal termination of the 
contract and without a cessation of the manufacture and 
sale of the relevant products by appellant (J.A. 33-40). 

On June 30, 1959 appellant filed a complaint against 
appellees’ predecessors. which complaint asserted that 
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since September 8, 1942, there has been “a complete and 
total failure of consideration” under the contract of 
October 14, 1933, due to the expiration of Patent No. 
1,552,428 (J.A. 6-9). The complaint requested a declara- 
tory judgment that the contract was void and invalid 
after September 8, 1942, and sought the return of all 
monies paid since that date (J.A. 9). On August 27, 
1959 appellees filed a motion to dismiss the complaint 
for lack of jurisdiction and also for the reason that the 
complaint did not state a cause of action upon which 
relief could be granted. This motion to dismiss was 
denied. 

In their answer and counterclaim, dated November 9, 
1959, appellees denied specifically appellant’s allegations 
of failure of consideration, and asserted that the subject 
matter of the basic agreement was seerct formulas, and 
not patents (J.A. 19). Appellees asserted the continu- 
ing validity of the agreements, and counterclaimed for an 
accounting and payment of royalties due thereunder (J.A. 
21-22). 

On January 3, 1961, appellees filed a motion for sum- 
mary judgment on the ground that there was no genuine 
issue as to any material fact and that appellees were 
entitled to judgement as a matter of law. The motion 
was based upon the pleadings and certain documents 
either already on file with the court or appended to the 
motion. 

One of these doeuments was the affidavit of Julian M. 
Hare, the Records Officer in the Office of Alien Property. 
Department of Justice. Ware stated that he had con- 
ducted a diligent search of all the files and reeords re- 
lating to the operation of the Office of Alien Property 
and had determined that no claim had been filed hy Philip 
Lochman and Company, pursuant to Section 9(a) of the 
Trading With the Enemy Act (J.A. 70). Further, Hare 
affirmed that the records and files of the Office of Alien 
Property contained no vesting order vesting any rights 
under Patent No. 1,552,428 (J.A. 70). 

Also attached to the motion for summary judgment 
was the deposition of Frank J. Hatzl, Executive Vice- 
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President of appellant. Hatz stated that appellant had 
become the exclusive American sales agent for the Gor- 
man concern in accordance with the basic contract of 
1933 (J.A. 29-32). He further indicated that all the prod- 
ucts mentioned in Paragraph 6 of the basic contract of 
1933 had different chemical formulas. According to Hatzl, 
after the execution of the contract between appellant and 
the German firm, appellant manufactured the products 
enumerated in Paragraph 6 of the contract, sold them 
under trade names, and paid royalties to the German 
firm until about 1942 when blocking action by the United 
States prevented further direct payments. Thereafter, 
such royalty payments were remitted by appellant to the 
Office of Alien Property from 1943 to May 1959. Notwith- 
standing the fact that appellant has paid no rovalties since 
May 1959, Hatzl stated that the corporation has continued 
to manufacture products undor the formulas furnished to 
it by the German firm pursuant to the basie contract of 
1933 (J.A. 34), 

Additionally, the motion referred to appellees’ request 
for admissions, dated February 18, 1960, to which ap- 
pellant had interposed no reply. Appellant had heen 
requested to admit to the authenticity of a particular sot 
of documents and to the authority of certain declarants 
to make the statements contained in those documents. 
Appellant’s failure to respond or object to th's formal 
request for admissions under Rule 36. FR. Civ, P.. con- 
stituted an admission. Among these documents was the 
concession by appellant’s president that the basie contract 
did not involve patent protection. See p. 3, supra. 

Other documents had been produced by appellant in 
accordance with a court order dated Angust 2. 19€0 pnd 
represented correspondence from the files of appellant 
This correspondence indicated that the German concern, 
after the execution of the basic contract of 1933, divulged 


? Admissions thus derived are a proper basis for the granting 
of motion for summary judgment. Walsh v. Connecticut Mutual 
Life Insurance Co., 26 F. Supp. 566 (E.D.N.Y.). 
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to appellant the formulas for the products enumerated 
in Paragraph 6 of the agreement (J.A. 74), and that for 
several years thereafter the German firm disclosed addi- 
tional formulas to appellant together with improvements 
in the earlier ones (J.A. 75-86). It further indicated that 
appellant manufactured the products enumerated in Para- 
graph 6 of the basic contract, sold them under trade 
names, and remitted royalty payments to the German 
concern in accordance with the agreement (J.A. 87 -95). 

Finally, there was before the court on the motion the 
affidavit of Arthur R. Schor, an attorney in the Depart- 
ment of Justice. This affidavit did no more than to recite 
facts which also appeared in the other supporting papers. 

On March 6, 1961, appellant filed a cross motion for 
summary judgment. By this motion, appellant urged that 
the court (1) reject the defense based upon Section 9(a) 
of the Trading With the Enemy Act: (2) hold that the 
basic agreement of 1933, as supplemented, was void and 
invalid as of September 8, 1942, the expiration date of 
Patent No. 1552428; (3) refer the case to a special 
master for a determination of the amount of damages 
resulting from alleged breach of the basic contract by 
the German concern and for the recovery of monies which 
purportedly were unlawfully extracted by appellees from 
appellant; and (4) declare that upon the pleadings. ad- 
missions and uncontroverted facts appellant has never 
been under a duty to pay royalties to the Attorney 
General under Vesting Order No. 2181. In support of 
this motion appellant submitted various materials. in- 
eluding affidavits, depositions, admissions, ete. These 
materials corroborated, for the most part, the materials 
supporting appellees’ motion for summary judgment. 
They stressed the fact that the formulas involved in 
the 1933 contract were no longer secret, and had not 
been secret since 1942. a fact concerning which there has 
never been an issue. Tho affidavit of John Grahamor. 
submitted by appellant. indicated that one Lorenz Bruck- 
mann had disclosed to Teaneck Chemical Company the 
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formula for Cold Top Enamel, one of the products covered 
by the 1933 contract (J.A. 99-100). 

At the oral hearing on the cross motions for summary 
judgment appellant’s attorney affirmatively advised Judge 
McGuire that the sole issue before the court was the 
proper interpretation to be given the contract and the 
vesting order: 


Tue Court: Excuse me. What you are asking me to 
do then is this: To construe the Vesting Order in 
the light of this agreement? 

Mr. Price (Counsel for plaintiff): Good. 

Tue Court: That is all I have got to do. 

Mr. Price: That is all you have got to do. 

Tue Court: If his (defendant’s) position is correct 
(that neither the agreement nor the vesting order 
involved patent rights) his motion for summary judg- 
ment is granted, and if yours is correct (that patent 
rights were involved) yours. 

Mr. Price: Good (J.A. 110). 

Upon consideration of the cross-motions for summary 
judgment, the district court entered an order on May 10. 
1961, in which it ruled that there were no material issues 
of fact and that appellees were entitled to judement as 
a matter of law (J.A. 111), Accordingly. the court 
granted summary judgment for appellees and ordered 
that the complaint be dismissed and that appellant “‘ae- 
count forthwith” for rovalties due. 

On July 7, 1961. appellant filed its notice of apnea! 
to this Court from the order of the district court. On 
Deeember 20, 1961, appellees filed a motion in this Court 
to dismiss the appeal for lack of a final and apnealable 
order. The basis of this motion was that that nortion 
of the district court’s order which directed an accounting 
by appellant contemplated further action on the court's 
part (approval of the accounting) and therefore the order 
was not final within the meaning of 28 U.S.C. 1291, 

On January 15, 1962 this Court ordered the motion to 
dismiss held in abeyance pending hearing of the appeal! 
on the merits. 
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STATUTE INVOLVED 


The pertinent sections of the Trading With the Enemy 
Act (Act of October 6, 1917, 40 Stat. 411. 50 U.S.C. 
App. 1 et seq.) provide as follows: 


§7(c) * © 8 «@ 

The sole relief and remedy of any person having 
any claim to any money or other property herctofore 
or hereafter conveyed, transferred, assigned, deliv- 
ered, or paid over to the Alien Property. Custodian, 
or required so to be, or seized by him shall be that 
provided by the terms of this Act [said sections], 
and in the event of sale or other disposition of such 
property by the Alien Property Custodian, shall be 
limited to and enforced against the net proceeds re- 
ceived therefrom and held by the Alien Property 
Custodian or by the Treasurer of the United States. 

§9(a) Any person not an enemy or ally of enemy 
claiming any interest, right, or title in any money 
or other property which may have been conveyed, 
transferred, assigned, delivered, or paid to the Alien 
Property Custodian or seized by him hereunder and 
held by him or by the Treasurer of the United States, 
or to whom any debt may be owing from an enemy 
or ally of enemy whose property or any part thereof 
shall have been conveyed, transferred, assigned, de- 
livered, or paid to the Alien Property Custodian or 
seized by him hereunder and held by him or by the 
Treasurer of the United States may file with the said 
custodian a notice of his claim under oath and in such 
form and containing such particulars as the said 
custodian shall require; and the President, if appli- 
cation is made therefor by the claimant, may order 
the payment, conveyance, transfer, assignment, or de- 
livery to said claimant of the money or other prop- 
erty so held by the Alien Property Custodian or by 
the Treasurer of the United States, or of the interest 
therein to which the President shall determine said 
claimant is entitled: Provided, That no such order 
by the President shall bar any person from the prose- 
cution of any suit at law or in equity against the 
claimant to establish any right, title, or interest which 
he may have in such money or other property. If 
the President shall not so order within sixty days 
after the filing of such application or if the claimant 
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shall have filed the notice as above required and 
shall have made no application to the President, said 
claimant may institute a suit in equity in the Supreme 
Court of the District of Columbia or in the district 
court of the United States for the district in which 
such claimant resides, or, if a corporation, where it 
has its principal place of business (to which suit the 
Alien Property Custodian or the Treasurer of the 
United States, as the case may be, shall be made a 
party defendant), to establish the interest, right, title, 
or debt so claimed, and if so established the court 
shall order the payment, conveyance, transfer, as- 
signment, or delivery to said claimant of the money 
or other property so held by the Alien Property 
Custodian or by the Treasurer of the United States 
or the interest therein to which the court shall deter- 
Mine said claimant is entitled. * * * 


(f) Except as herein provided, the money or other 
property conveyed, transferred, assigned, delivered, 
or paid to the Alien Property Custodian, shall not 
be liable to lien, attachment, garnishment, trustee 


process, or execution, or subject to any order or 
decree of any court. 


§ 33. No return may be made pursuant to section 9 
or 32 [section 9 or 32 of this Appendix] unless notice 
of claim has been filed: (a) in the case of any prop- 
erty or interest acquired hy the United States prior 
to December 18, 1941, by August 9, 1948; or (b) in the 
case of any property or interest acquired by the 
United States on or after December 18, 1941. by 
April 30, 1949, or two years from the vesting of the 
property or interest in respect of which the claim 
is made, whichever is later. No suit pursuant to 
section 9 [section 9 of this Appendix] may he in- 
stituted after April 30, 1949, or after the expira- 
tion of two years from the date of the seizure by 
or vesting in the Alien Property Custodian, as the 
case may be, of the property or interest in respect 
of which relief is sought, whichever is later. but in 
computing such two vears there shall be excluded any 
period during which there was pending a suit or 
claim for return pursuant to section 9 or 32(a) hereof 
[section 9 or 32(a) of this Appendix]. 
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SUMMARY OF ARGUMENT 


I 


Appellant’s liability to pay royalties to the Attorney 
General in return for the right to use certain chemical 
formulas arises from the express terms of a 1933 contract 
between appellant and a partnership of German nationals. 
The scope of that liability is delineated by the terms 
of that contract, which the undisputed facts show did not 
involve patent rights of any kind, and did not provide 
for the cessation of royalty payments upon discovery of 
the formulas by other persons. Consequently, the fact that 
the formulas have become known to others in the industry 
does not constitute a failure of consideration relieving 
appellant of its contractual obligation to pay royalties. 
Such obligation continues so long as appellant continues 
to use the formulas initially furnished it by the German 
concern pursuant to the terms of the contract. Warner- 
Lambert Pharmaceutical Co. v. John J. Reynolds, Inc., 
178 F. Supp. 665 (S.D.N.Y.), affirmed on opinion below, 
280 F. 2d 197 (C.A. 2). 


II 


The sole and exclusive consent to suit for the return of 
seized or vested alien property is contained in Section 
9(a) of the Trading With the Enemy Act. That section 
requires, as a jurisdictional prerequisite to the institution 
of suit, that the claimant first file a claim with the Alien 
Property Custodian. The undisputed facts show that 
appellant has never filed such a claim. Hence, his suit 
in the district court was barred for want of jurisdiction 
insofar as it sought the return of the royalty payments 
made after September 1942. 


ll 
ARGUMENT 


I 


On the Basis of the Undisputed Facts Disclosed by the 
Cross-Motions for Summary Judgment, Appellant was 
Obligated, As a Matter of Law, to Pay Royalties 
Under the Vested Contract. 


In attacking the judgment below, appellant appears to 
argue alternatively that it was entitled to summary judg- 
ment or that there was a genuine issue of material fact 
as to which a trial was necessary. In this part of our 
brief, we show that, on the basis of the undisputed facts 
disclosed by the papers supporting the respective motions 
for summary judgment, the district court correctly con- 
cluded (1) that there was no genuine issue of material 
fact, and (2) the vested contract is still valid and re- 
quires the payment of royalties by appellant. Specifically, 
the record conclusively refutes appellant’s assertions that 
the contract conditioned the obligation to pay rovalties 
on continuing patent protection and formula secrecy. 
Instead, patent rights were not involved and there was 
no agreement on the part of the parties that rovalty 
payments would terminate if the formulas became known 
to other persons. Moreover, appellant is estopped to con- 
tend in this Court that there were triable issues of fact. 


A. Appellant Did Not Bargain For Or Receive Patent 
Protection By the 1933 Contract, as Supplemented. 


Appellant paid royalties under the vested contract until 
May 1959 (J.A. 22, 38). It now contends that these pay- 
ments were made in error during the last seventeen years. 
This eleventh hour assertion is bottomed on the fact that 
a patent purportedly covering the formula for one of the 
eight products involved in the agreement (Cold Top 
Enamel) expired in September 1942. Appellant reads the 
contract as providing that the occurrence of this contin- 
geney would relieve it of the obligation to pay royalties 
on its manufacture and sale of any and all of the cight 
products. 
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As the district court readily perceived, this construction 
of the contract is impermissible in view of the totality 
of circumstances surrounding the contract—all of which 
are disclosed by the record and entirely uncontradicted. 

Despite a general reference in the contract to “patented” 
formulas, there can be no doubt that appellant bargained 
for and received only the right to use certain secret 
formulas and not patent protection. This is seen from 
the following: 


J. Neither the basie 1933 agreement (J.A. 10-12) nor 
the 1934 supplement (J.A. 13-14) contain any reference by 
number or otherwise to any specific patent. 

2. The president of appellant stated unequivocally in 
a letter to the Alien Property Custodian that “the royal- 
ties . .. are for the use of the ... formulas and not 
for patent protection... .” (J.A. 51). Appellant has 
admitted to the authenticity of this statement and to its 
president's authority to make it (J.A. 45-46). 

3. There are not now, and never have been, any patents 
on any of the eight products covered by the agreement. 
with the possible exception of the purported patent on 
Cold Top Enamel and the president of appellant admitted 
in his letter to the Alien Property Custodian that this 
patent had been investigated at the time of the contract 
and found to be “worthless” (J.A. 51). Appellant also 
admitted to the authenticity of this statement and to the 
authority of its president to make it (J.A. 45-46). 

4. The Vesting Order under which appellees acquired 
the interests of the German concern under the contract 
contains no reference to “patent” rights in its recitation 
of rights vested thereby (J.A. 71-72). 

Not only are these facts undisputed but. additionally. 
appellant did not suggest in the court below that it was 
prepared to offer evidence of any other considerations 
bearing upon the interpretation of the contract. In other 
words. all of the relevant evidence was before the court. 
none of it was in conflict and it entirely supported the 
Government’s construction. In these circumstances sum- 
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mary judgment was plainly proper notwithstanding the 
fact that appellant contested the conclusion urged by the 
Government, 

As pointed out by this Court in For v. Johnson and 
Wimsatt, Inc., 75 U.S. App. D.C, 211, 218-219, 127 #, 24 
729, 736-737 : 


There was conflict concerning interpretation of the 
facts and the ultimate conclusion to be drawn from 
them respecting intention. But there was none as to 
the facts themselves. In other words, the evidentiary 
facts were not substantially in dispute... . Conflict 
concerning the ultimate and decisive conclusion to be 
drawn from undisputed facts does not prevent rendi- 
tion of a summary judgment, when the conclusion 
is one to be drawn by the court. The court had 
before it all the facts which formal trial would have 
produced. Going through the motions of trial would 
have been futile. 


The teaching of the For case was apparently recognized 
by appellant in the conrt below when, as above noted, 


supra, p. 7, it coneeded that the ease was properly 
disposable by summary judgment for one party or the 
other. This concession plainly precludes any contention 
by it in this Court that the district court erred in not 
permitting a trial. 

On no greater footing is Appellant's present assertion 
that “testimony of witnesses should have been taken 
in open court hefore the aummmary judgment was e@rant- 
ed”. For one thing, this Court is not told what pur: 
pose would have been served hy such procedure, Pur. 
ther, appellant made no such request to the trial court, 
gave no indication in that forum that oral testimony was 
necessary for any reason, and, indecd, affirmatively in- 
dicated to the trial judge that all relevant and available 
evidence was already hefore the court for its considera- 
tion in disposing of hoth motions. Tt is well settled that 
where a party disagrees with the trial court's interpre- 
tation of the pleadings. issues or the parties’ positions 
as to facts, such party must at least inform the trial court 
of its disagreement. F.g.. Groome. et al. v. Stewart, 79 
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U.S. App. D.C. 50, 142 F. 2d 756: Maloney v. Brandt. 
123 F. 2d 779 (C.A. 7). 


B. The Undisputed Facts Show That There Has Been 
No Failure of Consideration. 


The second prong of appellant’s attack upon the action 
of the district court is, in substance, an assertion that 
there has been a failure of consideration flowing to appel- 
lant under the 1933 contract, as supplemented. In essence. 
it contends that since the formulas listed in the agreement. 
for the use of which he agreed to pay royalties, are no 
longer seeret and sinee approximately September 1942 
have been common knowledge in the industry. his obliga- 
tion to pay royalties terminated as of that time. 

We submit that, even assuming that the formulas are 
no longer seeret, this does not constitute a failure of 
consideration relieving appellant of his obligation to pay 
royalties, in accordance with the agreement. on the prod- 
ucts manufactured by it. By the terms of the basie agrec- 
ment, as amended, the German concern did not guarantee 
the continued secrecy of the formulas, and such a promise 
was not part of the consideration given in return for 
rovaltics. Basically. the agreement gave to appellant the 
right to use certain formulas which were then seeret. 
Appellant does not suggest that the formulas were not 
then secret, 

There is no dispute whatsoever that the German con- 
cern did, in fact, furnish appellant with the formulas in 
accordance with the agreement (J.A. 33). Further. there 
is no dispute that for several vears after the agreement 
the German concern on numerous oceasions aided appel- 
lant in the use of the formulas (J.A. 75-78) and advised 
appellant of improvements therein (J.A. 82-86), both in 
accordance with the terms of the agreement. The agree- 
ment also provided that appellant would be given the 
first opportunity of importing into, selling or manufac- 
turing in the United States any new products of the 
German concern and any improvements in old products 
(J.A. 11). There is no suggestion whatsoever of a fail- 


15 


ure of consideration in this respect; indecd, admissions 
by appellant’s officers show that appellant did heeome 
exclusive American sales agent for the Germans (JA. 
32). Appellant has not alleged that the German con- 
cern has perfected any new products or improvements 
which have not been furnished to appellant. 

Regarding secrecy, the German concern only promised 
that it would not divulge the formulas to anyone else. 
Appellant asserts that this promise has heen breached 
in that Lorenz Bruckmann, one of the original partners 
in the German firm, divulged the formula for Cold Top 
Enamel to Teaneck Chemical Co. (J.A. 99-100). However, 
the significance of this allegation pales in the light of 
the fact that 50% of the stock in Teaneck was owned by 
Philip Lochman, deceased president of appellant (J.A. 
40-41), and the additional fact that, at the time of Bruck- 
mann’s disclosure, Teaneck already had the formula for 
Cold Top Enamel and Bruckmann’s disclosures were only 
used to confirm previous knowledge (J.A. 100). There- 
fore it is abundantly clear that Bruckmann’s disclosures, 
if any. did not constitute any real breach of obligation 
on the part of the German firm. 

Thus, regarding appellant’s arguments predicated on 
the termination in the seereey of the pertinent formulas, 
the total answer is that a guarantee of continued secrecy 
was not part of the consideration flowing to plaintiff 
from the basic agreement. There was no provision in 
the contract providing that appellant’s obligation for 
royalties would cease in the event the formulas were 
discovered by someone else. Therefore, the termination 
of such secrecy did not preclude the rendition of judgement 
for appellees as a matter of law. 

It need only be added that appellant’s attack upon the 
Schor affidavit is frivolous. In the first place, there is no 
indication that the district court considered it over ap- 
pellant’s objections, let alone attached any weight to it. 
Secondly, the other supporting papers clearly entitled the 
Government to summary judgment. Thirdly, the affidavit 
added nothing of substance. All that Schor affirmed was 
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that, as the appellees’ representative in this cause, he 
had carefully examined the pleadings, affidavits, admis- 
sions, deposition, and documents otherwise submitted in 
support of the motion, and had diseerned the existence 
of certain enumerated facts as to which there was no 
genuine issuc. Thus, the affidavit was, in effect, no more 
than an orderly compilation of information competently 
furnished elsewhere in the supporting materials. 


C. Warner-Lambert Pharmaceuticai Company v. John 
J. Reynolds, Inc., 178 F. Supp. 655 (S.D.N.Y.) aff'd. 
on opinion below, 280 F. 2d 197 (C.A. 2) Directly 
Supports the Judgment Below. 


The conclusion that the undisputed facts eompelled 
summary judgment for appeliecs is buttressed by Warner- 
Lambert Pharmaceutical Co. v. John J. Reynolds, 178 F. 
Supp. 655 (S.D.N.Y.), aff'd. on opinion below, 280 TF. 2d 
197 (C.A. 2), a case hearing remarkable factual similarity 
to the instant case. In Warner, one Lawrence had, in the 
early 1880’s, devised a formula for an antiseptic lienid 
compound known as “Listerine”’. Subsequently, a eon 
tract was entered into hetween Lawrence and one Lambert 
under which Lawrence furnished Lambert with the formula 
for Listerine in return for TLambert’s promise to pay 
Lawrence, his heirs, ete. a certain sum for each gross 
of Listerine thereafter sold by Lambert. Warner Lambert 
Pharmaceutical Co., Taamhert’s sneeessor in interest, there- 
after brought an action for a declaratory jndgment that it 
was relieved of the obligation to pay the preserihed 
rovalties by reason of the fact that the formula was no 
Jonger seeret and had heeome common knowledge, even 
thoneh Warner-Lambhert intended to continue to mann- 
facture and sell Listerine. Entering summary judgement 
for Lawrence’s successor the court observed: 


On the face of the agreements the obligations of 
Lambert and its successors to pay is conditioned 
upon the continued manufacture or sale of Listerine. 
When they cease manufacturing or selling Listerine 
the condition for continual payment comes to an end 
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and the obligation to pay terminates. This is the 
plain meaning of the language which the parties used. 
178 F. Supp. at 662. 


With respect to the effect of the termination of secrecy 
on the plaintiff’s obligation to pay royalties, the court 
went on to hold: 


°° © The parties are free to contract with respect 
to a secret formula or trade secret in any manner 
which they determine for their own best interests. 
A secret formula or trade secret may remain secret 
indefinitely. It may be discovered by someone else 
almost immediately after the agreement is entered 
into. °° * 

But that does not mean that one who acquires a 
secret formula or a trade secret through a valid and 
binding contract is then enabled to escape from an 
obligation to which he bound himself simply because 
the secret is discovered by a third party or by the 
general public. I see no reason why the court should 
imply such a term or condition in a contract pro- 
viding on its face that payment shall be co-extensive 
with use. * * * 178 F. Supp. at 665 


Continuing, the court said: 


One who acquires a trade secret or secret formula 
takes it subject to the risk that there be a disclosure. 
The inventor makes no representation that the secret 
is non-discoverable. * * °, 

If they desire the payments or royalties should 
continue only until the secret is disclosed to the public 
it is easy enough for them to say so. * * * 178 F. 
Supp. at 666. 

The application of Warner to the facts of this case is 
obvious. Like Warner-Lambert, this appellant is under 
no obligation to pay royalties in perpetuity. That obliga- 
tion will terminate at any time it ceases the use of the 
formulas involved in the contract of 1933. But it cannot, 
even as Warner-Lambert could not, continue to use the 
formulas, continue to produce and sell the products, and 
at the same time avoid its obligation to pay royalties in 
accordance with the agreement. 
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Appellant’s Prayer for the Recovery of Royalties is 
Barred by Section 9(a) of the Trading With the 
Enemy Act. 


In Part (c) of the concluding prayer of its original 
complaint, appellant sought the return of royalties paid 
by it under the agreement of 1933 since September 1942. 
This is, therefore, in part a suit for the return of prop- 
erty seized under the Trading With the Enemy Act, as 
amended (40 Stat. 411, 50 U.S.C. App. 1, et seq.). 

The only consent by the United States to suit for the 
recovery of vested alien property is that provided by 
Section 9(a) of the Trading With the Enemy Act, as 
amended, 50 U.S.C. App. 9(a)- Becker Company Vv. 
Cummings, 296 U.S. 74 at 79. The exclusiveness of the 
Section 9(a) remedy is emphasized by paragraph 4 of 
Section 7(c), 50 U.S.C. App. 7(c), supra, p- 8, and by 
Section 9(f), 50 U.S.C. App. 9(f), supra p. 9. 

Among other things, Section 9(a) requires, as a juris- 
dictional prerequisite to the institution of suit in the 
district court for the return of seized property, that the 
claimant file with the Alien Property Custodian a notice 
of his claim under oath. It is settled that the filing of 
such claim is a condition precedent to the institution of 
suit for the return of seized property. Brownell v. 
Ketcham Wire & Mfg. Co., 211 F. 2d 121, 125 (C.A. 9); 
LaDue v. Brownell, 220 F. 2d 468 (C.A. 7). 

Not only does the complaint fail to allege the filing of 
a claim, but the Hare affidavit submitted in support of 
appellees’ motion for summary judgment shows affirma- 
tively that a claim has never been filed (J.A. 70). 

It is to be noted that any claim at this point would 
be time-barred. Section 33 of the Act, 50 U.S.C. App. 
33, supra, p. 9, in addition to providing that “[N]o 
return may be made pursuant to Section 9 or Section 32 
unless Notice of Claim has been filed; * * * ”, establishes 
a two year limitations period on the filing of the notice 
of claim. The efficacy of the limitations contained in 
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Section 33 has been clearly recognized by this Court in 
Legerlotz v. Rogers, 105 U.S. App. D.C. 256, 266 F, 24 
457. 

In sum, it is well established that a suit such as the 
present one may not be maintained against the United 
States except under the terms of the statute consenting 
to such suit. Pass y. McGrath, 89 U.S, App. D.C. 371, 
192 F. 2d 415. The consent to suit contained in the 
Trading With the Enemy Act is clearly conditioned upon 
liminal compliance with claim filing procedure. Appel- 
lant’s obvious failure in this regard constitutes a juris- 
dictional bar to this suit insofar as it sought the return 
of property.? 


CONCLUSION 


This appeal should be dismissed for want of juris- 
diction for the reasons set forth in appellees’ motion to 
dismiss filed in this Court on December 20, 1961. Alter. 
natively, the judgment of the district court should be 
affirmed. 


Respectfully submitted, 


WILLIAM H. ORRICK, JR., 
Assistant Attorney General, 


Davip C. ACHESON, 
United States Attorney, 


ALAN S. ROSENTHAL, 
JOHN W. Boutt, 
Attorneys, 
Department of Justice, 
Washington 25, D. C. 
February 1962. 


* Appellant’s suggestion that Judge Holtzoff’s earlier denial of 
a motion to dismiss made upon this same jurisdictional ground 
constitutes the “law of the case” and precludes this Court’s con- 
sideration of this issue needs no response. 
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